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INDICTMENT 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 



UNITED STATES OF AMERICA, 


WILLIAM ERIC AIKEN, 
WILLIAM RODMAN and 
THOMAS 7AMKAS, 


Defend .it. 


x 


The Grand Jury charges: 

Introduction 


INDICTMENT 
74 Cr. 


. 

\ 



1. At all times relevant herein. Power 


Conversion, Inc., a New York corporation with principal 
offices at 70 MacQuesten Parkway South, Mount Vernon, 
New York, the common stock of which was publicly 
traded on the over-the-counter market, was a 
manufacturer of lithium cells and batteries. 

2. At all times relevant herein. Value 
Line Selection & Opinion wa3 part of the Value Line 
Investment Survey published by Arnold Bernhard & Co., 
Inc., a registered Investment Advisor with principal 
offices at 5 East 44th Street, New York, New York. 


3. At all times relevant herein, WILLIAM 
ERIC AIKEN was the Editor of Value Line Selection 


& Opinion. 












4. 


At all times relevant herein, 


6a 


WILLIAM RODMAN was a registered representative 
and trader for C.I.Oren & Co., Inc., a registered 
Broker-Dealer with principal offices at 39 Broadway, 

New York, New York, which was making a market in the 
common stock of Power Conversion, Inc. 

5. At all times relevant herein, THOMAS 
ZAMMAS was a self-employed securities dealer. 

6. At all times relevant herein, WILLIAM 
RODMAN and THOMAS ZAMMAS were dealing in the common 
stock of Power Conversion, Inc. 

COUNTS ONE THROUGH SLX 

7. On or about September 29, 1972, in the 
Southern District of New York and elsewhere, the 
defendants, WILLIAM ERIC AIKEN, WILLIAM P.ODMAN, and 
THOMAS ZAMMAS, unlawfully, wilfully and knowingly, 
having devised and intending to devise a scheme and 
artifice to defraud Arnold Bernhard & Co., Inc., the 
subscribers and readers of Value Line Selection & Opinion, 
and the owners and potential purchasers of the common 
stock of Power Conversion, Inc. and to obtain money and 
property by means of false and fraudulent pretenses, 
representations, and promises and for the purpose of 
executing said scheme and artifice to defraud and 

n » i lug tin to do, did cause to be delivered by mail 

% 

according to the directions thereon certain matter to 
be sent and delivered by the Post Office Department. 











8. It was a part of said scheme and 
artifice to defraud that: 

I 

(a) Defendants WILLIAM RODMAN and 
THOMAS ZAMMAS, who were dealing in the 
common stock of Power Conversion, Inc. and 
promoting the sale thereof, would and did 
secretly pa/ a $15,000 bribe to the 
defendant ERIC AIKEN in return for which 
the defendant ERIC AIKEN agreed to write 
and publish an article in Value Line 
Selection & Opinion, recommending the 
purchase of Power Conversion stock, with¬ 
out disclosing in said article or elsewhere 
the material fact that the defendant ERIC 
AIKEN had received and accepted said bribe. 

(b) Defendant ERIC AIKEN would and 
did write said article and cause it to be 
published in the September 29, 1972 issue 
of Value Line Selection & Opinion, which 
purports to be on independent, objective 
analysis of the stock of publicly traded 
corporations, falsely and fraudulently 
foiling to disclose therein or elsewhere 
the material fact that the defendant ERIC 
AIKEN had received and accepted a $15,000 
bribe from defendants WILLIAM RODMAN and 
THOMAS ZAMMAS in order to induce him to 


7a 


write said article 








JALrdlf 


9 * °° or about September 29, 1972, in the 

Southern Districtoof New York and elsewhere, WILLIAM 
ERIC AIKEN, WILLIAM RODMAN and THOMAS ZAMMA5, the 

defendants, unlawfully, wilfully and knowingly for 

• 

the purpose of executing the aforesaid scheme and 
artifice and attempting to do so, did cause to be 
delivered, by mail, according to the direction 
thereon, from 5701 Ke. nedy Boulevard, North Bergen, 
New Jersey to the persons hereinafter set forth in 
Counts One through Six, the September 29, 1972 issue 
of Value Line Selection & Opinion: 

£P- UNT addressee 

1 First National City Bank 

399 Park Avenue 

New York, New York 10022 

^ N.Y, Life Insurance Co. 

Mr. R.m. Brown, Jr., Pres. 

51 Madison Ave., Rm. 1304 
New York, New York 10010 

3 E.F.Hutton & Co., Inc. 

One Battery Pk. Plaza 
New York, New York 10004 

^ Chemical Bank NY Trust Co. 

277 Park Avenue 

New York, New York 10017 

* Monarch Insurance Ohio 

19 Rector Street 

New York, New York 10006 

} Loeb Rhoades 6c Co, 

375 Park Avonue, Ste. 2501 
Now York, New York 10022 

(Title 18, United States Code, Sections 1341 and 2.) 



I 
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COUNTS SEVEN THROUGH TWELVE 

The Grand Jury further charges: 

1. On or about September 29, 1972, In the 
Southern District of New York and elsewhere, the defendants, 
WILLIAM ERIC AIKEN, WILLIAM RODMAN and THOMAS ZAMMAS, 
^unlawfully, wilfully and knowingly, by the use of the 
mails,,as hereinafte set forth, did cause to be 
published and circulated an article in the September 29, 

1972 issue of Value Line Selection & Opinion describing 
the common stock of Power Conversion, Inc. without 
disclosing in any way a $15,000 bribe paid as considera¬ 
tion for said article to the defendant WILLIAM ERIC 
AIKEN^by the defendants WILLIAM RODMAN and THOMAS 
ZAMMAS, who were dealers in the stock of Power Conversion, 
Inc. ! 

2. On or about September 29, 1972, in the 
Southern District of New York, WILLIAM ERIC AIKEN, 

WILIIAM RODMAN and THOMAS ZAMMAS, the defendants, unlaw¬ 
fully, wilfully and knowingly, did cause the September 29, 
1972 issue of Value Line to be delivered by mail to 
the persons hereinafter set forth in Counts Seven 
through Twelve: 

\z. 
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COUNT 


ADDRESSEE 


First National City Bank 

309 Fnrlc Avenue 

New York, New York 10022 


8 N.Y.Life Insurance Co. 

Mr. R.M.Brown, Jr. Pres. 

51 Madison Avenue, Rm.1304 
New York, New York 10010 

9 E.F.Hutton & Co., Inc. 

One Battery Pk. Plaza 
New York, New York 10004 

10 Chemical Bank NY Trust Co. 

277 Park Avenue 

New York, New York 10017 

11 Monarch Insurance Ohio 

19 Rector Street 

New York, New York 10006 


Loeb Rhoades & Co. 

375 Park Avenue, Ste. 2501 
New York, New York 10022 

(Title 15, United States Code, Sections 77q(b) 
and 77x; Title IS, United States Code, Section 2.) 


W\ 




FOREMAN 


PAUL J. CURRAN 
United States Attorney 













MOTION FOR BILL OF PARTICULARS AND DISCOVERY 

IN THE UNITED STATES DISTRICT COURT 
FOR THE SOUTHERN DISTRICT OF NEW YORK 


UNITED STATES OF AMERICA, 
Plaintiff. 


CASE NO. 74Cr.-987 


-v- : 

MOTION FOR BILL OF 

WILLIAM ERIC AIKEN. WILLIAM : PARTICULARS AND DISCOVERY 

RODMAN and THOMAS ZAMMAS, 

Defendants. 


COMES NOW the Defendant, THOMAS G. ZAMMAS, by and through 
his undersigned attorney, and files this his Motion for Discovery 
and Bill of Particulars and requests that the Court require the 
United States Attorney to provide the following information to 
said Defendant: 

1. The exact dates, times, places and manners in which 
the Defendant allegedly, willfully, knowingly and unlawfully 
devised with the other defendants in this cause a scheme or 
artifice to defraud the _.,dividuals named in Count I of the 
Indictment. 

2. Detail any and all of the overt acts in furtherance 
of the alleged criminal activity that the Defendant, THOMAS G. 
ZAMMAS allegedly participated in, with regard to both Counts. 

3. Supply in detail and with particularity, how and in 
what manner THOMAS G. ZAMMAS acted wilfully and knowingly, 
intentionally with the other ilelondants to use the mails to 
defraud stating with particularity the exact dates, times, places 
and manners said activity was done as outlined in Count II of 
the Indictment. 

4. The name, address and telephone number of all witnesses 
known to the Government who have some knowledge of tAe facts in 
this case. 


■Sirs 









mmm** 


5. The names and addresses of those witnesses who the 
Government Intends to call to qivc testimony at the trial of 


this case. 


6. Supply to thr Defendant all ot the grand jury 
testimony and statements of witnesses who have knowledge of this 
case and/or who the Government intends to call at the trial of 
this case. 

7. That per the local rules in the Southern District 
or New YorK, counsel has conrerreo witn the Assistant unitea 
States Attorney charged with the prosecution of this matter, 
and said Assistant has agreed to the following discovery at a 

reasonable time prior to trial; 

A. The approximate times, dates and places 
of events set forth in the Indictment. 

B. The approximate manner and method of 
the payment of the bribe alleged in the 
Indictment. 

C. The disclosure and right to Inspect 
books, papers and documents, substantiating 
the Government's case, either presently in 
the possession of the Government or to be 
used by the Government at trial. 


^tAN L. POSTMAN 

I HEREBY CERTIFY that a true and correct copy of the 
foregoing Motion for Bill of Particulars and Discovery was 
mailed to Paul J. Curran, U.S. Attorney, c/a John Lowe, 
Assistant U. S. Attorney, U. S. Courthouse. 40 Centre Street, 
New York. New York 10007 this / C / d ay of November. l<>74. 

ill.T.MAN , KIMLER U KNTIN, P.A. 

Suite 100 

7630 Biscayne Boulevard 

Miami, Fl^da 33im--^ 




ALAN L. POSTMAN 






T\L :ma 

~r\ -3366 
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GOVERNMENT'S RESPONSE TO MOTION FOR BILL OF PARTICULARS 

UNIT’D :tat:s di;-:titct COUNT RECEIVE l) 



r... and lor ils Hill of Particulars pursuant to 
agreement botvieen the defendant THOMAS /.AMMAS and the Govern¬ 
ment, the Uni ted States of America states as follows: 

1. In or .about the. v.; o ,; ending September 15 , 1972, 


in the evening, the defendant ZAMMAS met with the defendant 
ALKhN at LnFortuna Restaurant, 16 K. 41st. St., N.Y.C. inhere 
an agreement t'> write, ml publish the subject article in re¬ 
turn for undisclosed compensation was made. 

2. On the same evening, in an apartment located 
at 35th Gt. and Lexington Avc. , N.Y.C. the defendant ZAMMAS 
rave to the defendant AIKF.N $1,000 in cash and certificates 
for n 00 shares of Power Conversion, Tnc. 

3. On or about Soptcmbir 5, 1972, the defendant 
ATKliN wrote and published the subject article.' 

A. On or about September : 3, 1972, in the evening, 
at the Ground Floor Cafe, 51 W. 52nd SL., U.Y.C., the do- 
fi ndant ZAMi'AS gave the defendant A1KKN $14,000 in cash. 








J M.: ma 
7/1-TK/1 
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Hatred : 


TO: 


t'ji >; York, Now York 
January 31, ’ °75 


Yours, etc. 


PAUL .1. CURRAN 

United Stafj; Attorney for the 
Southern District <>1 New York 
Attorney L'oC the United Pmt.es 
of At .erica 


A 




By _ _ 

/ joiuTaT. LOV/E 
/ Assistant United States attorney 

I Office and Post Office Address: 

( ^/UnitedStates Courthouse 
Foley Square 

Nov; York, N ( w York 1000 7 


n ^ 


MORTON BERGER, ESQ. 

[,4 Durham Road 

White Plains, N.Y. 10607 

ULLMAN KIMLER & ENTIN, ESQS. 
7630 Biscayne Blvd. 

Suite 100 

Miami, Florida 33138 


LOUIS PUI.VKRMACHKR, ESQ. 

410 Park Avenue 

Now York, N.Y. 100.'2 





. “ S " ..1 


MRcTOMi 



GOVERNMENT'S OFFER OF PROOF DATED JUNE 25 , 1975 15 a 

Jluiteb States Prjiartmeut of 3lu#tirc 

r.MTKI) STATUS AlTOlINKY 

SOUTHERN IHSTIIU'T OK XMV YORK 
|l\ ITKI) STATKN ('(IH KTIIOUNK 
KOI.K.Y SQUARE 
NKW YOIIK. X. V. IOOO? 

June 25, 1975 

Alv5.n Entin, Esq,. Morton Berger, Esq. 

Uliman, Kimler & Entin 54 Durham Road 

7360 Biscayne Blvd. White Plains, NY 10607 

Miami, Florida 33138 

Louis Pulvermacher, Esq. 

410 Park Avenue 
New York, NY 

Re: United States v. Aiken, et al, 

74 Cr. 987 


A IIUKRII HLi’LT TO 
•IMIRII ST AIK* ATrniM V.. 
« nii MKr *n. TO 
INIIIAL* A> 1. VUMIIKK 


JAL:dn> 


Gentlemen: 


The Government will offer proof of the following 
similar act by the defendants at the trial of the above- 
referenced case: 

1. On or about September 25, 1970, the defendant 
Aiken published an article about Casa Bella 
Imports without disclosing a bribe promised 
to him by the defendant Zammas and other 
persons for publishing said article. 

Proof of the similar act will be offered in connection 
with meetings and conversations which form a portion of the 
Government's direct evidence of the defendants participation 
in the crimes charged in the indictment. 

Very truly yours, 

PAUL J. CURRAN 



« Assistant United States Attorney 

(212) 791-1987 


cc: 


Hon. Constance Baker Motley 












J\L*’-p GOVERNMENT'S MEMORANDUM OF LAW IN SUPPORT OF THE 

74-3366 ADMISSION INTO EVIDENCE OF STATEMENTS MADE BY THE 

DEFENDANT'S AGENT 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NB7 YORK 

- - -- -- -- -- -- -x 


UNITED STATES OF AMERICA 
- v - 


74 Cr. 907 


UILLIAH RODMAN and 
THOMAS ZAMMAS, 


Defendants• t 



GOVERNMENT’S MEMORANDUM OF 
LAW IN SUPPORT OF THE 

admission irco evidence 

OF STATEMENTS HADE BY THE 

DEFENDANTS ’ AGENTS.__ 


This roeiaorandura Is respectfully submitted in support of 
the Goverment’s offer in evide n ce of statements made by 
Stanley Pcrlnutter as agent for the defendant* in the 
course of carrying out the fraudulent schem e charged in 


the indictment. 












/ 


J *.'L :\rp 
74-3386 


' ONLY COPY AVAILABLE 

The Government* s proof will demonstrate that 
Perlrauttcr was used by the defendant Znntaas to approach 


Eric Aiken and arrange the deal for Aiken to publish 

P 

cn article about !|owr Conversion without disclosing 
that the defendants had paid him a $15,000 bribe. 


Perlrauttcr 1 s statements to Aiken on Zarinas’ 


behalf are therefore admissible pursuant to Rule 801(d)(2) 


O) r.ni (r) of the Federal Rulc3 of Evidence which 


eliminate from the hearsay rale statements made by 


agents and conspirators in the course of the agency 


or conspiracy. Whether or not a conspiracy is charged 


ia the indictment. Senate Judiciary Committee Report 


$3-1277. Hie rule is merely a restatement of existing 


law. United States v# Zane . 495 F.2d 683, 692 (2d Cir, 

\ 

1974); United States v, Rinaldi , 393 F,2d 97, 99 (2d 
Cir.), cert, denied. 393 U.S. 913 (1968); United States v. 
Jones. 374 F.2d 414, 418 (2d Cir. 1967), 

Similarly, statements by the defendant Zasmas in 


furtherance of Zmxias and Rodman* s joint venture are 


admissible against both. 


Respectfully submitted. 


J0I2I A. La.JE 

MlSey 


PAUL J. CURRAN 

United States Attorney for the 
Southern District of New York 
Attorney for the United States 
of America 


/ / 


A 
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DEFENDANT'S EXHIBIT I 


EXHIBIT 
®* Dwt. Court 
«• D. of N. Y t 
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W v A l n j e e SELECTION & OPINION 

Publish**! and Copyrighted 1970. by Arnold Bernh-.rd & Co. Inc. Value Line Building. 6 East 44th Street. New York 10017 
Volume XXVI No. 1 Id Three Parts- This is Part II October 16, 1970 


THE SPECIAL SITUATION: IMPERIAL INDUSTRIES, INC. jhe £ 

COMMON STOCK RECENT PRICE: 10 TRADED: OTC AT A GLANCE 


Construction, a depressed industry 
for the past year or so. is on the point of 
recovering lost momentum throughout 
the U.S. As it happens, however, a few 
domestic markets, notably Florida, 
have scarcely been fazed by the recent 
recession - at least so far as building 
activity is concerned Indeed, with an 
economy strongly based on tourism, 
agriculture, and manufacturing, the 
Citrus State has been enjoying boom as 
usual business, which promises to 
endure. 

Last year, for example, the state 
entertained some 21.5 million visitors. 
Many will return to live and work 
there. Population is up almost 30% 
over I960 levels (5 million), and a 
better than 30% grow th rate is expected 
during the current decade. (Florida's 
rate of population gain is currently 
exceeded only by Nevada and Arizona, 
which rank 49th and 35th, respectively, 
in terms of number of inhabitants.) 
One result has been a statewide surge in 
residential, industrial/commercial, and 
even agricultural construction. And the 
beat goes on. Between now and 1975. 
it's expected that Florida will add over 
170,000 rental and condominium 
apartment structures; by the end of th 
decade, over 600,000 new single-family 
dwellings (in all price ranges) will have 
been built; and within the next 15 years. 
53,000 more hotel rooms will be added 
to an already sizable inventory. 

Imperial Industries, Inc. is among 
the principal beneficiaries of both the 
upbeat present and prospective pace. 
The company manufactures and 
distributes an extensive line of builders' 
hardware, including locks, lighting 
fixtures, electrical supplies, kitchen 
cabinetry (assembled or knocked 
down), doors of all kinds, counter tops, 
and related items in Florida and 
Caribbean markets. A wholly owned 
subsidiary makes metal patio/pool 
umbrellas, awnings, and siding sold 
around the world; another unit 
produces soft vinyl luggage retailed 
throughout the U.S. Having grown at a 
dizzying rate the past couple of vears 
In traveling the acquisition route, 
ti i*vri il i . now '.(•■•kill'' In i ousnliil.llc 
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programs. The respite is both welcome 
and wise since the company will shortly 
be moving into a large new 
manufacturing complex. Ae do not. 
however, anticipate any appreciable 
deceleration in Imperial’s rate of 
annual gain during this interim 
transition period. 

Tvpicallv, building materials 
suppliers command multiples ranging 
from 10.5 to 18 times estimated current 
year earnings. At the low end of the 
scale (using medians for the 1955-69 
period) are Certain-Teed (10.5) and 
Seagrave (14.5). Armstrong Cork (17) 
is among the more highly valued issues 
in the group. High-quality equities 
whose annual growth pace is in line 
with prevailing long-term interest rates 
(now around the 8% level) as a rule 
command multiples in the 12.5 to 13 
range. 

•Imperial is expected to sustain 
annual sales and earnings gains of 
better than 20% over the next 3 to 5 
years on the strength of its solid and 
expanding position in Florida markets 
and burgeoning stake in Caribbean 
outlets. The company’s recorded and 
prospective rates of revenue gain 
compare most favorably with the 
improved pace projected for the 
industry over the next few years, as well 
as the laggard performance of the 
recent past. Profit progress is likewise 
expected to continue to stack up well. 
As volume has risen, pretax margins 
have widened appreciably — from 5.6% 
in 1967 to. 7.2% last year. The 
company's share net was 96c last year, 
against 55c in 1968. We look for $1.00 
ci he tier (on 150,06 3 more shares 
outstanding) in 1970 and S1.35 next 
year when Imperial will have the full 
benefit of its new manufacturing and 
headquarters complex. Some further 
margin improvement is likely over the 
longer term, but we're assuming they'll 
remain in the 7% to 8'7 range to allow 
for possible problems as new capacity 
is brought on stream and the company 
resumes its acquisition activities. 

In view of Imperial Industries’ 
excellent grow ill record and strong 

« . •n'irtut'tl >ti j •* ' 


•Special Situation: Imperial 
Industries, a manufacturer and 
distributor of builders' hardware, 
operates primarily in Florida — 
the fastest growing big state in the 
nation. The company's record has 
been enviable, and the shares have 
appreciation potential of 130% to 
1973-75. For details, please see the 
analysis beginning at left. 

• The Value Lina View: Peace 

feelers have become proposals, as 
President Nixon's plan for dis¬ 
engagement in Southeast Asia 
indicates. News from the domestic 
economic scene is less encourag¬ 
ing. For the moment at least, con¬ 
sumers are less ebullient with 
regard to spending plans. But once 
they let go, they could be a big help 
in sustaining the business ex¬ 
pansion now getting underway. For 
details, plus the Value Line 
averages and the best and worst 
performing industry groups, please 
see page 226. 

•Weekly Charts: For a graphic 
presentation of the Value Line 
Composite. Rails. Industrials, and 
Utilities Averages, see page 227. 

• Special Reviews: Felsway Corp. 
(ASE — 16) and Merle Norman 
Cosmetics (ASE — 18). For our 
lutest analyses, please see page 230. 

•Updataa: Anken Industries (OTC 
— 9'«); Aluminum Co. of 
America (NYSE — 56); 

Panhandle Eastern Pipeline 
(NYSE — 41); and Microdot 
(NYSE — 13). For our latest 
analyses and recommendations, 
please see page 231. 

•Supervised Account: The model 

risk portfolio has completed some 
transactions. For details, please see 
page 232. 

•Correction: Some prices were 
scrambled in the October 2, 1970 
report on telecommunication!. 
I or the correct quotations, please 

m*c paqe 232. 
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THE VALUE LINE VIEW: 
REST PERIOD 


President Nixon’s fur-reaching, five- 
point peace proposals, which include an 
unconditional standstill ceasefire 
throughout Indochina, are at worst a 
step in the right direction. At best, 
together with an eight-point Vietcong 
plan submitted earlier, they hold out 
real promise of practicable solutions 
for the enervating problems of 
Southeast Asia once the "eactionary 
rhetoric stage has been p. Hanoi’s 
perfunctory, and probably pro-forma, 
rejection of the allies’ offer triggered an 
interim setback, in the market. But it 
seems clear that the new initiative has 
laid the groundwork for serious private 
negotiations in Paris and elsewhere 
that may lead to final compromises. 

On the home front, the impact of the 
lengthening strike at General Motors is 
becoming apparent. Steelmakers, for 
example, are resigned to an 
exceptionally poor year; the work 
stoppage has shut off an important 
outlet and made waves in other 
important markets like construction, 
capital goods, appliances, and 
packaging. Top U.S. aluminum 
suppliers are also feeling a pinch, 
shutting down production lines, and it’s 
only a matter of time before other 
industries will be similarly affected in 
greater or lesser degree. 

For all the short-run difficulties, the 
price tags on big-ticket consumer items 
continue to rise, albeit at a 
comparatively moderate rate. Earlier 
this month, American Motors raised 
prices on its 1971 model cars by 
approximately as much as the prior 
increases announced by its Big Three 
rivals. The hikes range from Chrysler 
Corp.’s 3.7% average to GM’s 6.2%. 
AMC and Ford weighed in with boosts 
averaging 4.5% and 4.8%, respectively. 
The price of television sets, both color 
and monochrome, was also raised 3% 
at wholesale by RCA. and Zenith 
quickly followed suit. Other consumer 
electronics concerns have applauded 
the move; they're dragging their feet, 
however, because of still soft durables 
sales. 

One reason for consumers' 
continuing reticence, of course, is the 
unemployment situation. The jobless 
rate jumped to 5.5% in September from 
5.1% a month earlier. The gain was 
close to the biggest posted during the 
past decade, and the highest level 
reached since January of 1964 when 
5.6% of the labor force was out of 
work Administration officials were a' 
some pains to sugarcoat the piii, 
probably in the hopes of hluntir: 
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RELATIVE PRICE PERFORMANCE 
LAST SIX WEEKS 


12 BEST INDUSTRIES 12 WORST INDUSTRIES 


Leasing 

*65.9% 

Brewing 

+ 9.7% 

Conglomerates 

*37.0% 

Grocery Store 

♦ 9.1% 

Mobile Homes 

*36.7% 

Petroleum 

+ 8.8% 

Maritime 

*33.1% 

Food Processing 

+ 7.9% 

Recreation 

+31.3% 

Paper 

♦ 7.9% 

Precision Instrument • 

♦26.4% 

Sugar 

+ 6.7% 

Railroads 

*28.0% 

Telecommunications 

♦ 5.4% 

Office Equip./Computer 

+27.3% 

Natural Gas 

+ 5.2% 

Elec. & Electron. Equip. 

+26.0% 

Steel 

+ 4.9% 

Apparel 

+25.3% 

Banks 

♦ 2.8% 

Coal 

+24.9% 

Electric Utility 

+ 1.8% 

Toys & School Supplies 

+24.7% 

Tire L Rubber 

♦ 1.1% 


The corresponding change in the Value 
Line Composite Average is 14.5% 


unemployment as an election issue. The 
party line is that the September survey 
was conducted earlier than usual and 
the data may not reflect the normal 
departure of young people returning to 
school. Democrats and labor leaders 
are not buying this, and it seems likely 
th- issue will be kept in the public’s 
consciousness at least through the 
November election. 


Consumer caution is also apparent in 
the August slackening of the growth 
rate in installment debt after four 
straight months of modest expansion. 
The late summer lag was largely 
attributable to softness in the 
automobile sector. It’s possible to 
interpret the slowdown optimistically 
(as Treasury Secretary Kennedy has 
done) on the grounds that consumers’ 
strong financial position can help 
sustain the business expansion now 
getting underway. Any positive step 
toward disengagement in Southeast 
Asia could accelerate this process. 

The money supply continues to grow 
at a brisk (better than 5%) pace as the 
Federal Reserve Board, mindful that 
over 5% of the nation's work force, plus 
over 20% of U.S. production capacity, 
stands die. keep-, a comparatively light 
hand on the credit reins. The rate of 
annual .rain, which averaged a little 


better than 4% through the first nine 
months of the year, has been upped of 
late. It will probably remain at 
comparatively high levels until such 
lime as there is conclusive evidence of a 
renewal of inflationary pressures.' 

So far, the principal beneficiaries of 
this monetary ease are the big-city 
banks. Declines in long-term interest 
rates make it cheaper for such 
institutions to secure funds for 
relcnding and also enhance bond 
trading activities’ profitability. 
Reported third-quarter earnings gains 
in the banking group range from First 
National City’s 14.1% to Chase 
Manhattan's 37.1%). With the benefit of 
hindsight, it’s interesting to note the 
timing of the prime rate cut predated 
the end of the September quarter by 
about a week — about the time big 
banks could be expected to have a 
handle on the results they would be 
reporting. 

An 80% invested position in common 
equities is still indicated, we believe. 
Once the GM strike is out of the way, 
the economy seems in sound shape to 
sustain worthwhile gains in corporate 
profits. Funds invested should be 
concentrated in issues ranked highest 
or above average (or year-ahead 
market performance "' FTP) 
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Imperial Industries 

( nttiinuedfrom page 225 

market position in an industry whose 
fortunes are at a turnaround point, the 
company’s shares could be expected to 
command a price/earnings multiple 
toward the high end of the group's 
range. That they do not suggest the 
general disfavor into which 
construction issues of all kinds have 
fallen, plus investors' disenchantment 
with issues traded over the counter. 
Taking as many factors as possible into 
tits' 'craMon. we tire itlcb t* ** to 
capitalize the stock’s |’ro|<:cte>l 

>‘.!rniii‘ , s |i it" t ■iva'iv ■ IM l i - s On 
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S2.3U a share would suggest a normal 
average price of 23, more than 130 ,; o 
above the current level. (Imperial 
shares are currently quoted at around 
10 times trail earnings.) The stock is 
suitable for moderately venturesome 
accounts aware of the risks involved in 
commitments in relatively unseasoned 
situations competing with larger rivals 
in a mature and sizable industry. 


perspective. For many Americans, the 
Sunshine State has become a sort of 
Camelot; visions of the good life — 
opportunity, comfort, convenience, and 
beauty in a single package — lure 
about' 2,750 new residents a week. 
Florida, which ranks ninth overall in 
terms of population, is now the fastest 
growing big state in the nation. 


Place in the Sun 

A brief check of the economic 

•inir'"!:ne;'ts in Florida and Puerto 
Ki'.o a- well a7 elsewhere in iho 
( .1 ili'i'-iii. sene-; in put Imperial's 
ji,i.nio.i nt'l • in'" vlc.nn‘1 


Most, if not all. new Floridians come 
first as tourists to sec the many sights, 
bask on the sun-splashed beaches, 

ienew old acquaintances, or whatever. 
I ,nt vear’s norde of over 21 million 


( '.niiirvif.l on page 22.S 
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Continued from page 227 

m »rc than in 1968) left S6 billion in 
! |OAwV a ^ million more than in 

1968). Comparable gains are expected 
at least through 1975. when, estimates 
Lt. Gov. Ray Osborne, 30 million 
visitors will spend SI 2 billion. To 
handle this influx, Florida’s tourist 
facilities have been expanded almost 
20 /(j since 1965. Many new projects are 
in the works or on the drawing boards. 

By far the most impressive 
undertaking is Disney World, which, 
tHong with its support and satellite 
facilities, represents an investment in 
excess of $600 million. Opening next 
year near Orlando in the east central 
part of the state, this 27,000-acre 
complex, which outdoes the fabulous 
original in Anaheim, Calif., is expected 
to attract 19 million first-time tourists 
to Florida and add $6.6 billion to the 
state s income over the next 10 years. 
Among the prospective economic gains 
attributable to this one attraction- 
30,000 new jobs; some 27,000 new 
hotel/motel rooms (with an anticipated 
price tag of better than $250 million); 
and almost 38,000 new residential units 
(with an aggregate value of $750 
million). 

Another strong prop for Florida’s 
economy is supplied by retirees; the 
number of Social Security recipients 
within the state rose 5%, 'passing the 
million mark last year. Because of their 
steady, dependable incomes, oldsters 
provide a valuable support element in 
the business equation during good 
times and bad. , 

Florida lures wage earners, as well as 
retirees and pleasure seekers. Over j 
75,000 new jobs opened up throughout 
the state in 1969, and new business • 
incorporations were up more than 20% j 
on a year-to-year basis. Total i 
employment rose 5.2%, against 2.3% 
for the nation as a whole. This was 
reflected in personal income gains 
running around 12% and retail sales 
growth of over 13%. Complete data are 
not yet available for 1970, but the 
evidence suggests the state more than 
held its own. 

The aerospace sector of the state’s 
economy has been in the doldrums of 
.ate as a result of budget cutbacks and 
removal of certain operations to 
Houston. Oceanographic activity 
however, appears to be providing a 
substantial offset. The University of 
. 'ami s School of Marine and 
V.mosphenc Sciences, -along with the 
n t .reau of F^,cries’ Biological 
b. ^_:‘ nd ? lhcr Federal facilities, rep- 

' 1 ^'■m.daole complex of deeo- 

CJ "" >,Jrc “- Over 4., companies in 


and around the southern part of the 
state are currently engaged in 
i oceanographic research and production 
of instrumentation and equipment 
for underwater applications. 

The upshot of all this economic- 
hustle and bustle is an ongoing 
construction boom. A recent survey by 
Contractor and Builder Magazine 
indicates that fully three-quarters of 
Florida’s major metropolitan centers 
recorded year-to-year increases in 
building during 1969. The rate of gain 
has been, and will be, sustained. 
Highway construction continues to 
gather momentum, and educational 
institutions, straining under the load of 
record enrollments, will keep 
expanding their physical plants. 
Hospitals and medical facilities, 
likewise, must continue to boost their 
capacities. In the meantime, tourist 
attractions and accommodations 
flourish. And as the migration 
continues, residential housing will 
register further gains. 

Treasure Island 

Off the Florida coast. Puerto Rico, 
which means rich port in Spanish, is 
living up to its name these days. Over 1 
million fun-loving tourists a year visit 
the West Indies island to rest and play 
in the sun. Businessmen view the 
Commonwealth, which is roughly the 
size of Rhode Island, in quite another 
light; as a result of investment and tax 
incentives, it enjoys one of the highest 
economic growth rates in the world. 
The Gross Commonwealth Product is - 
expected to be about $7.4 billion bv 
1975, almost double the level of three I 
years ago. The fast pace is largely < 
attributable to the success of Operation i 
Bootstrap, a development and | 
promotion program dating back to the j 
I940’s when Puerto Rico was still a 
backward, agricultural society. 
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Construction activity is currently 
i running at an annual rate close to SI 
i billion and growing at a 10% pace. As a 
result of tax and investment lures, the 
island s industrial base, which 
has traditionally relied on light 
manufacturing and assembly, is being 
broadened. Petrochemical plants, for 
example, are a key element in this 
development, springing up like 
mushrooms after a rain. Annual 
investment in such projects now 
exceeds SI billion. Another mainstay of 
the Commonwealth's economy, 
tourism, has produced a boom in resort 
and hotel construction; activity is also 
up in such support facilities as 
restaurants, recreation centers, beauty 
parlors, and retail stores. A new 
international airport and highway 
system promise to expand the 
industry’s scope beyond the present 
hub of San Juan. 

Puerto Rico’s 3 million inhabitants, 
in the main, still lack adequate shelter 
and many of the services that are taken 
for granted in the U.S. Thus, public 
works and housing programs loom 
large on authorities' list of priorities. 

I he island s Economic Development 
Agency pegs demand and consumption 
through 1975 at over 20.000 units 
annually. In addition, rehabilitation of 
existing inventory assures an offset 
during interim downward swings in 
new starts. 

Elsewhere j n the Caribbean, 
neighboring islands are enjoying tourist 
booms of their own. What's more 
commercial and industrial interests are 
increasingly inclined to develop sites 
there. Local authorities have been 
quick to encourage such activities to 
improve the lot of the resident 
populations through creation of new 
jobs. 


Business: Imperial Industries, 
Inc. manufactures and distributes 
builders hardware, including 
locks, lighting fixtures, electrical 
supplies, kitchen cabinetry, doors 
of all kinds, counter tops, and 
related items in Florida and 
Caribbean markets. A wholly 
owned subsidiary makes a line of 
metal patio/pool umbrellas, 
awnings, and siding that’s sold 
throughout the world; another unit 
produces soft vinyl luggage 
retailed in the U.S. Insiders control 
over 40% of the outstanding 
common stock. President- Paul c 
Hjcks. Address: 630 West 84th St ' 
Hialeah. Fla. 33014. 


Building Blocks 

Imperial s operations, among the 
largest of their kind in Florida, are 
essentially designed to offer 
contractors one-stop shopping for 
specialty hardware and materials 
needs. The company’s customer roster 
encompasses about 300 builders, based 
largely in Florida, who put up high-rise 
apartments, housing developments, 
offices, schools, hospitals, restaurants’ 
and related structures. 

On the manufacturing side of the 
business. Imperial turns out kitchen 
cabinets, counter tops, and bathroom 
vanities; its lines also include wardrobe 
units, plastic toilet partitions, 
restaurant tables, commercial desks, 
apd interior wall paneling in a variety 
or sizes, styles, coloring, and finishes. 
Nothing is turned out oil -pec; the 
company manufactures only against 
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specific orders. As a result, there’s no 
problem with inventory. Substantially 
all of the cabinetry sold in Florida 
outlets is installed by Regal Wood 
Products, the subsidiary that produces 
it. 

Another wholly owned subsidiary. 
Metal Tech, turns out fold-down 
awnings, patio/pool umbrellas, storm 
panels, and related aluminum products 
for use in roadside restaurants, hotels, 
motels, and private residences 
including conventional and mobile 
homes. Metal Tech has built a thriving 
business with its durable offerings 
largely because the canvas counterparts 
must be replaced every couple of years; 
its account list includes such names as 
Howard Johnson’s, Holiday Inns, 
McDonald’s, and Marriott Travel 
Lodges. The scope of this subsidiary’s 
operations seems to have been con¬ 
siderably enhanced by the develop¬ 
ment of the so-called W'eatherwall 
system. It consists of a multichan- 
neled sliding sash arrangement, 
housing four interchangeable glazed 
panel frames; these units telescope 
upward, providing a shield against the 
elements, or downward, affording a 
75% open area. This proprietary item, 
whose sales potential has been 
adjudged excellent by knowledgeable 
construction people, has a patent 
pending. 

Before last year, when revenues more 
than doubled to $ 13.97 million and net 
income jumped from $234,823 to 
5518,710, Imperial’s business was split 
about 50/50 between manufacturing 
and distribution. However, with the 
acquisition (for approximately $2 
million in cash) of the Allied Group — 
five electrical supply houses located in 
Miami, West Palm Beach, Key West, 
Pomano Beach, and Hollywood — this 
balance shifted to 25/75. Allied, which 
deals almost exclusively with the 
electrical contracting trade, offers a 
complete line of supplies, including 
lighting fixtures, wire, conduit, safety 
switches, trim, motor controls, and the 
like for use in residential, 
industrial/commercial, and institu¬ 
tional structures. Allied has over 500 
names on its accounts list, and it has 
yet to tap outlets in the Caribbean 
already served by other Imperial 
subsidiaries. In the fiscal year ended 
February 28, 1969, Allied grossed $6.2 
million, netting about $194,000; 
volume is currently running at an 
estimated annual rate in excess of $10 
million, with comparable after-tax 
margins. 

In addition to the Allied Group's 
activities. Imperial distributes builders’ 
Hardware locks, hinges, faucets. 
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closet doors under a tax-free license 
granted by the Commonwealth 
Volume, which does not include any 
contribution from electrical supplies, in 
Puerto Rico and elsewhere in the 
Caribbean is running at about 10% of 
the corporate total. The addition of 
other lines promises to boost bookings 
substantially; this will prove 
advantageous since after-tax margins 
on offshore orders are somewhat more 
lucrative than corporate activities as a 
whole. 


Common Stock 702,550 sham 
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door closers, knobs, and related items 
— turned out by the biggest five 
manufacturers at wholesale to over 300 
contractors. The company also handles 
specialty interior supplies — for 
example, partitions, medicine cabinets, 
folding closet doors, and entrance 
systems. The hardware sales effort 
reinforces corporate pitches for kitchen 
cabinetry, aluminum awnings, and 
other items in the Imperial line. And by 
the same token, these wares afford 
access for the builders’ hardware. 

Until recently, the bulk of the orders 
written for builders’ hardware involved 
wholesale deals. Imperial mindful of 
the $750 million worth of business done 
in the home improvement field at 
retail, decided to try for a piece of the 
action. Last year, accordingly, it signed 
on with Golden Triangle, a new-chain 
of home improvement supermarkets 
that’s owned and operated by 
Federated Stores. Initially, these 
outlets are carrying chandeliers and 
builders’ hardware supplied by 
Imperial. Later on, it is planned, other 
lines (including those manufactured in- 
house) will be added At the moment, 
this venture is operating only in 
Florida. But plans are afoot to go 
national. 

Outside Interests 

Imperial operates in the Caribbean 
through three separate ventures based 
in Puerto Rico. Imperial Wood 
Products assembles and sells kr.xked- 
down kitchen cabinets made in the 
company’s Florida plants. A second 
affiliate. Aleco, manufactures and 
distributes folding and sliding doors, 
storefronts, and builders’ hardware like 
that handled on the mainland. 
Caribbean Metal produces metal bifold 


Imperial picked an apparently 
anomalous venture last year when it 
bought Pegasus, a producer of casual 
luggage and related travel accessories, 
for $490,000 in cash. About the only 
resemblance this unit bears to the 
company’s other operations involves 
the fact that it enjoys a fast and 
profitable growth rate. Pegasus 
produces soft vinyl luggage sold 
through retail stores throughout the 
U.S. Pegasus bags can be carried 
abroad planes by air travelers and 
slipped under seats, thereby eliminating 
waiting time at journey’s end. The 
concept has proved sufficiently 
attractive especially to busy executives 
for sales to have jumped from $100,000 
in I9fe7 to SI.15 million last year; 
operating margins are in the 20% 
range. The Pegasus line is being 
expanded to include brief cases, 
garment carriers, tote bags, and the 
like in matching designs. Pegasus will 
probably not record gains as dramatic 
as those of the immediate past during 
the period ahead; its success win 
inevitably attract rivals into the field. 
But we believe this unit can match, or 
exceed, the overall rate of corporate 
gain during the next three to five years. 

At present. Imperial’s manu¬ 
facturing operations are scattered 
among seven separate facilities in the 
greater Miami area. Early next year, 
however, all such activity will, along 
with the headquarters staff, be 
transferred to a brand new complex, 
containing approximately 167.000 
square feet of production, warehousing, 
and office space. Over the longer run, 
the move promises to enhance profits 
as a result of efficiencies and economies 
of scale, plus greater use of automated 
equipment. The company, for example, 
can sustain a far higher level of volume 
as a result of increased capacity. In 
addition, there will be savings on 
shipments, and controls will be tighter. 
Short term, however, it’s a better than 
even bet that there will be some 
dislocations that could throw off profit 
projections for a quarter or two. It's 
possible that all will go swimmingly. 
But so Ions as there’s -a chance that 

Continued on page 232 
















valve use miwoiw 


REVIEWS OF PREVIOUSLY RECOMMENDED SPEC.ALS 


23» 


Felsway Corp. (ASE — 1®> 

l'> 


MIS*At • 0»P 

,L_ W 


l>, 


I_ 


' 90 J 


1973-75 Potential Value: 34 


Appreciation Potential. 125<o 

Estim ,..dD„.d. ? dV,.ld a 2 ; 0% 


Estimated uiv.oenu . - 

Date Recommended. */\ 9/69 
- **-““■**• —6to 


Performance Record: 


Change in Dow: —4% 


CAPITAL STRUCTURE, as of 2/28/70 


Debt S 68 million 
pid Stock Norn* 

Common Stock 1.300.460 share* 

Interest on L T Deb. S51 000 million 
Diy clon Ptd Stock None 
Net Worth $8 26 million 
Total Capital SB 93 million 
Book Value P/S SO 34 


lamer units.) Felsway recently opened 
.. SOW) vq. ft Shoe Town mim-umi 
stocked with high turnover uems^ 
Should either of these concepts prove 
successful, they would open up 
interesting new avenues of growth. 

The uncommonly rapid sales gr°* lh 
over the past few years suggests that 

ftfcr^awaa 

coordinating personnel. P ur ^. a *‘" g ’ 

•tnd real estate lunetions to produce 
profit eain commensurate with sacs 
growth 8 For example, this year on sale 
nf S35 to S3S million, against 531 
million in fiscal l-969. -e estimate that 
Fclsway's earnings will ^be ow 'a« 

, r ’s SI 46 a share. The l 13 
projection assumes oH» m.llior, 
and per-share earnings of 

Cajiulieiup >ueh protir? a . muluplr 

of 13 times yields a projected value of 
34. 


many parts of the country earlier this 
year" spilled some wind out of Merle 
Norman’s sails: results for 
company’s first fiscal quarter (ended 
June 30) were no better (20C a shar ) 
than the level reached a year ago. At 
first alance, this would appear to 
dampen hopes for a broad fulFyear 
gain But. according to management, 
that’s not at all the case. Quarterly 
gains throueh the rest of the year’ are 
expected to be quite impressive. During 
the second quarter, one woutf 
anticipate some carryover of detnawl 
from the weak first quarter - that is. 
demand which was not mct [, he 

unavailability of goods Apparently, 
however, whatever effects there were 
were felt during the first ( l ua . r . t ' r , - ‘ ar “ 
that's that. Improvement l 'kely past 
midyear will be honest-to-goodness 
growth. 


Mart* Norman (ASE — 18) 


CD 

1968 

1.16 

1 969 

1 46 

1970 

; 35 


32 

.32 

32 


13 3 

14 0 

— 

Oiv d Yield 

2.1% 

1 6% 



Felsway 6 operated probabjy^the Jargest 

mernbersol .he Ijmiljr. W.«. • 

(about two-thirds of a Shoe-Town s 
volume, ate displaced unboxed 
according to size for self ser ic 
Through the purchase of factory c osc¬ 
outs end of season buys trora 
department stores, selective purchases 
(mm high-fashion shoe stores who 
guessed troop on the current "hum 
trend, and off-pr.ee arrangements^when 
factory business is low, etc.. Fv ‘ 
able IO get ... slock on genera l> 
advantageous price terms. Since h 
shoes are displayed according to siz . 
Shoe Town does not have to maintain a 
complete inventory in each size. 

Management is investigating 
refinements in the Shoe Town concept 
It is now negotiating to lease 2.0UU 

o ■'0 000 sq ft supermarkets and 

varfetV stores with the intention of 

them ’..-.to ’riant Shoe Town 



Book Value P/S S? 29 
VA/rcrkmO CaDiial S4.87 million 


Addition of a wig line offers a case in 

KJ5-. 

outlets. Management expects that the 
line of svnthetic hair (Dynel fiber) 
goods will provide as much as 
million in additional revenues this year. 
Following a developing trend, the 
company has added a long-hair wig to 
the line.' (In this industry virtualW .H 
synthetics to date have been of the 
short-hair variety.) 


1973-75 Potential Value: 43 
Appreciation Potential: 140% 
Estimated Dividend YtoWiNH 
Date Recommended: 11/22/ 

Performance Record:—18% 

Change in Dow : — 4% 

CAPITALSTRUCTURE.es of 3/31/70 
D«bt S4 3b million 
p*d Siock. Non* 

Common Stock 2.836 800 shar« 

Interest on L T Debt $ 35 million 
Oiv d on Pld Stock None 
Net Worth $6 St million 
Total Capital S10 9 million 


Merle Norman s expansion goal is to 
add 300 new studios annuauy. The itrst 
step in this process is to sift through the 
approximately 6.000 unsolicited 
inquires which are received cve JT/ e “: 
About 95% of these are screened out 
immediately for various « ason ?L™® 
remainder end up as n « w Merle 
Norman studio operators. In the first 
five months of fiscal 1970. the company 
added over 140 units, keeping 
comfortably ahead of its objective. 


ffl .] 

Earmnqs P/ S 

1968 

1.01 

1969 

l 06 

1970 

125 


— 

20 

20 

P/E Ratio 


21.3 


Div'd Yield 

— 

— 





The company recenily lpunched an 
operation in Canada which, though still 
unprofitable, is the forerunner of 
planned entry into other world 
markets. Initial largest are the 
cosmopolitan cities of Europe. 


© Fiscal year ends Marco j iqaq 

I e. fir,.publicly offered m January. 1969 


u.iltv. « t 
operator* h i'C 1 


•.no v.'ric'y ^” r « 

ir.rl thev have u> build 


p... truckin'! 'Tike which paralyzed 
die movement of gooT> throughout 


Second-quarter results, which are to 
be released shortly, will probably show 
earnings of about 30c a shar « ®n 
revenues of S5.5 million. For the full 
. ear. orofils are likely to reach SI.25- 
or mors a share, against SI .06. SB 
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UPDATING RECOMMENDED ISSUES 


Alcoa (NYSE —56) 

Recommended: 9/12/69 at 71 

CAPITAL STRUCTURE, as of 12/31/69 

Debi S774.4 million 

Pld Stock $66 0 million 

Common Stock 21,503,565 shams 

Interest on L T Debt S33 6 million 

Du d on Pfil Stock S2 5 million 

Nat Woith SI, 194 5 million 

Total Capitol SI,968 9 million 

Book Value* P/S S52 49 

Working Capital S440 (J million 



1968 

1969 

1970 

E jrninqs P, S 

4 75 

5 58 

5 00 

Div ds P/S 

1 80 

1 80 

7 SO 

P/E Ratio 

14 9 

13.2 


Dtv'd Yield 

2.5% 

24% 



Alcoa's less buoyant shipments in 
the context of growing primary 
aluminum production have been a 
disquieting factor. Also, ingot exports, 
previously a strong area, have started 
to taper off. The automotive strike at 
General Motors is yet another 
negative. While the impact has 
probably not been material so far. 
things could change if the work 
stoppage persists for more than two 
months. Its not surprising, then, that 
Alcoa shares have dropped by about 
10% from their mid-July level. The 
stock now ranks about average for year- 
ahead market performance and has 
superior appreciation potential to 1973 
75. 

During the first half, production of 
primary aluminum advanced by 6.9% 
in contrast to a drop of 1.6% in total 
shipments. To bring supply into line 
with demand, Alcoa cut back about 2% 
of its U S. smelting capacity. The 
company has also rescheduled until 
1971 the planned startup of two new 
50,000-ton potlines. Such moves, while 
helpful, will add to the company’s 
operating costs a few months hence 
when aluminum demand is expected to 
improve and idled capacity is brought 
back on stream. 

Earnings of S2.K0 a share for the first 
half of the year were about 2% under 
those of last year. In view of the 
continual tapering off of aluminum 
demand, third-quarter net is likely to 
be about SI.00 a share, off 17c. 
Assuming that the auto strike doesn't 
persist beyond two months, full-year 
earnings are estimated at S3.00 a share, 
an indicated year-to-year decrease of 
10 % 

Next year, earnings results are 
expeced to -map back to 19h9 levels. 
Positive fa-tors in 1971 inciude a better 


U S. economic climate, which should 
spur housing construction. This area 
accounts for about 22% of aluminum’s 
domestic shipments. A strong 
automotive year also appears to be a 
good possibility. Finally, anticipatory 
buying of aluminum prior to the 
expiration of labor contracts around 
midyear is expected to be strong. 


Anken Industries (OTC — 9V«) 
Recommended: 7/24/70 at 6Va 

CAPITAL STRUCTURE, as of 12/31/69 

Debt SI.45 million 

Pfd Stock: None 

Common Stock 1,185,008 shares 

Interest on L T Debt. S 13 million 

Div'd on Pld Stock: None 

• 

Net Worth: $5 7 million 
Total Capital S 7.2 million 
Book Value P/S $4 79 
Working Capital:$3 4 million 



1968 

1969 

1970 

Earnings P/S 

d 66 

09 

38 

Oiv'ds P/S 

— 

— 

A HI 

P/E Ratio 

NMF 

92 2 


Oiv'd Yield 

— 

— 

Nil 


Anken’s earnings moved into the 
black in 1969 following four years of 
deficits. The favorable trend was 
sustained through the first half of this 
year. We believe that this momentum 
can be maintained beyond 1970, with 
earnings growing at a compound 
annual rate of about 14% for the next 
three to five years. Despite a good 
move since they were recommended, 
the shares rank highest for both year- 
ahead market performance and 
appreciation potential to 1973-75. 

The key to Anken's recovery is its 
diversification away from some of its 
traditional lines to outlets with superior 
growth potential. For example, the 
General Photo Products division (50% 
of sales) now offers a diversified 
assortment of film and supplies for 
phototypesetting, a field now growing 
at an average annual rate in excess of 
10%. The Davis division (3x"r of sales) 
supplies the kinds of magnetic tape and 
electrostatic recording paper used by 
geologists exploring for oil. 

Internally generated funds appear to 
be adequate to fuel the company’s 
growth for at least the next two to three 

. excluding mu-ur acquisitions. 
For such purposes additional common 
shares and newly authorized preferred 
stock arc available. 


Microdot (NYSE —13) 
Racommandad: 12/19/69 at 22 

CAPITAL STRUCTURE, as of 6/30/70 

0*;bi S48 2 million 

Pfd Stock: None 

Common Slock: 4.098.000 shares 

Imereti on L T Debt: S3 2 million 

Div'donPfd Slock: None 

Net Worth: S29 5 million 

Total Capital $77 7 million 

Book Value P/S 56 64 

Working Capital: S37.4 million 



1968 

1969 

1970 

Earnings P/S 

1 70 

1.95 

135 

Oiv'ds P/S 

-- 

.40 

.40 

P/E Ratio 

41.9 

19 .1 


Div d Vield 

— 

1.5% 



First-half profits were 36% below 
year-earlier results largely because of a 
lower level of automotive production 
that caused a decline in fastener 
shipments, the Teamsters’ strike, and 
declining aerospace orders. The shares, 
which rank only average for year-ahead 
market performance, still offer 
superior appreciation potential to 1973- 
75 when Microdot should be able to 
profitably increase its sales of 
proprietory goods to the aerospace, 
connector, and electronics components 
markets. 

Our 69c earnings estimate for the 
second half of 1970 is based upon the 
assumption that the UAW strike 
against General Motors will continue 
until mid-November, keeping pressure 
on Microdots’ profits. Business lost 
during the fourth quarter is expected to 
be recovered early in 1971, possibly 
giving the year an added lift. 


Panhandle Eastam Pip* Una 
(NYSE—41) 

Recommended: 7/3/70 at 38 

CAPITAL STRUCTURE, as of 6/30/70 

Debt: S538 3 million 

Pld Stock: S81.0 million 

Common Stock : 14.200.655 shares 

Interest on L.T Debt: S30.5 million 

Div don Pfd Stock: SI.5 million 

Net Worth. S236.7 million 

Total Capital: S356.0 million 

Book Value P/S: S16 67 

Working Capital NMF 



196S 

1989 

1970 

Earnings P/S 

2.79 

2.91 

3.30 

Div ds P/S 

1 60 

1.60 

r so 

P/E Ratio 

126 

11.2 


Dtv'd Yield 

4 6% 

4,8% 



F’anhandle Eastern shares still rank 

highest for year-ahead market 
performance. A gas shortage is 
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expected this year and possibly next. 
The industry believes it was caused by 
insufficient incentives to producers for 
the last few years. That situation is 
currently being remedied by changes in 
Federal Power Commission policies, 
but it will be some time before the new¬ 
found gas can be delivered to market. 
Panhandle Eastern does not look for 
any significant account expansion for 
the next two years, but expects to be 
able to take care of customers already 
on the books this winter. 

A General Motors strike could affect 
fourth-quarter earnings. Panhandle 
supplies gas to several utilities which 
service many of the affected facilities. 
We are sticking with our per-share 
earnings estimate of S3.20 but are 
aware of the possibility of slightly 
lower results. By 1973-75, with a 
sufficient gas supply to satisfy ever 
increasing demand, adequate 
transportation capacity, and increased 
contributions from its production 
subsidiary, per-share profits could 
reach $4.50. Capitalized at a multiple 
of 16, such earnings could comma nd a 
normal average price of 72. Bo] 


Imperial Industries 

Continued Jrom page 229 

something can go wrong, we prefer to 
reserve judgment. 

Imperial’s finances at yearend 1969 
were only adequate; the current ratio, 
was 1.6:1, but working capital was a 
skimpy 17% of sales, against almost 
30% a year earlier. In the interim, the 
company has taken care of its money 
needs, securing a long-term S2 million 
loan from Gulf Insurance and 
arranging for an extra SI million credit 
line that can be taken down as and if 
needed from local banks. m. 


Correction 

In the October 2. I‘>70 edition of 
Selection & Opinion, some prices 
and exchanges were scrambled on 
page 248 of the Industry Analysis 
of Telecommunications. The 
correct prices and d\changes are: 
Burnup &. Sims (OTC — 22); 
Comsat (NYSE — 45); and GT&E 
(NYSE — 22). We regret the error. 


Supervised Account No. 3 


At the opening of the market on 
Monday, October 5, 1970, the 
Supervised Account No. 3 
completed the transactions 
recommended in the October 2, 
1970 issue of Selection & Opinion. 
The transactions (adjusted for odd- 
lot differentials were made as 
follows: 


No. of 


Shares 

Stock 

Price 


Sold 


2M 

Oats Process Cv. 



5 1/2%, 1987 

54 3/4 

20 

ITT Conv. Pret. "N” 

57 



Sought 


35 

ABC Comm. 

30 3/8 

35 

Morton-Norwich Comm. 

34 3/4 



GOOD 


FAITH 


Arnold Bernhard & Co., Inc., publisher of The Value Line 
Investment Survey and The Value Line OTC Special Situations 
Service, serves also as the Manager and Investment Adviser of 
three Mutual Funds and as personal consultant to individual in¬ 
vestment counsel clients. Officers and directors, security analysts 
and other employees of Arnold Bernhard & Co., Inc., and the Com¬ 
pany itself and certain affiliated companies under common owner¬ 
ship and control (“the affiliated Companies") may also invest 
from time to time for their own accounts in securities ranked 
or reported on in the Services. 

In order to minimize conflict of interest, Arnold Bernhard L 
Co.. Inc. imposes the following rules upon itself, its officers, direc¬ 
tors, employees und affiliated Companies: — 

1. The purchase of a security by any of the alwve persons or 
entities is forbidden if the purchase would be made with the 
intention of selling on a price rise that may be caused by 
< 1) recommendation in one of the Services, or (2) purchas- 
ng by one or more of the Funds managed by the Company, 
or (3) buying by individual investment counsel clients. 

2. Information as to (1) what the Services will recommend, 
(2) what the Funds will buy or sell and (3) what advice 
will be given to individual clients, is to be held in the strictest 
secrecy and made known only to those who need to know. 

3. If any person subject to these rules finds that one of the 
Services has especially recommended a particular security 
for purchase as a special situation, and that person hap¬ 
pened to own the security at the time of recommendation, 
he is prohibited from selling that security for a period of 
five months after the time of recommendation (if it is a 
security traded Over-the-Countcr) or for three months 
after the time of recommendation (if it is traded on the 
New York or American Slock Kxchange). even though he 
may have had no knowledge that the security was nlmiil 
to lie rotummended. 

I Kvetv nltk'or. director mid rlii|iliiVco must It'jkirt even' 
month to the I civil I •e|imt:»ii , ril nl I lie I '■•iii|uiitv i-vcrv 
* < ton v Iran-n ,ion tli.it lin»Iss-n ni.idc lor Invown.101 mint 
or tor uriy nccotint lie advises, or in which he has any other 
Imnelicuil interns,.. I he transactions in* reviewer! hy the 


Company’s counsel and its security officer, and violations, 
if any, are reported to the President. Violations of the Com¬ 
pany’s “conflict” rules may cost the officer or employee not 
only his position but his vested interest in the Company’s 
profit sharing and retirement plan as well. 

5. Whenever a security in which an officer or director of this 
Company or the Company itself or any of the affiliated 
Companies directly or indirectly owns an interest with a 
cost of more than §5.000 is especially recommended in 
cither of the Services, a legend at the bottom of the page 
calls the reader’s attention to that interest. 

6. As a further precaution, the name of the Special Situation 
which is recommended once every’ month in The Value Lina 
Investment Survey, and twice a month in The Value Line 
OTC Special Situations Service, is sent by collect telegram 
to any subscriber who wishes to have it so. The telegram is 
sent just before the text of the recommendation is sent to 
the printer. Although we deplore telegraphic advice, for it 
is obviously superficial and “tippy", this is the only method 
we have been able to devise to assure every subscriber, wher¬ 
ever situated, that he will know as soon as anyone else what 
the name of the Special Situation recommendation is to be, 
if he wishes to be so informed. 

7. When recommendations to buy or sell are made for more 
than one client, publication or Fund, care is taken that the 
recommendation will be fairly made available to all con¬ 
cerned. The pattern of executions is under the constant 
scrutiny of the Company’s security officer, one of whose 
specific duties it is to guard against unfair discrimination, 
intentional or unintentional. Where executions are effected 
for two or more clients in the same security, transactions are 
proportionately divided. 


These rules, in essentially their present form, have been in 
elTei l in the Comiwny for thirty-five veers, except the rule re- 
quiiing monthly wrifirn reports, which hiu been in force since 
l-Ylmi.'irv I. IhHI. end which Inn lss-n revised (o comply fully 
"i'll ilie new lejnirtue: .e.|tuiem, rii, die St!*’. The ci int lefe 
"i 11 in current "iimilict" rules nl this Company, which an 
SM Stuilv descrtlied as one of 'he strictest snd most detailed 
.•f ,ov tiny hail -ten. wall i * *-nt ro any subscriber on request. 







o. S. Diat- Goar'- 
a. d. oi & Si 


.ONLY. COPY AVAILABLE 


DEFENDANT'S EXHIBIT L 

r\ . 


26a 


I 


4 '•< c 


A /"> 

/l wi-«- *1 '•* 1 


.S Ti f* 7 ti: i-1 0 L : - - 

O • I 

i J -- I ‘ 


W-"" 1 1 


VA 


/, i l 


lA 


pj.i; 

I c 


c- 'J • ' 


\ 


C 


, * 


_ I 


YTw- 


' ft'*' 



Oj * -i i 


. r _AA‘ e 

/ vi- o • ir/'o ..*J > 

i '-' ( / 


Z) \)':'s I t 1-’^-'- 

h ■ .- -v , r V-" "■■■■ ' ( " V 

-4 . _ ,• ,.. C~i~ !l 




£ v. ,*• !> !/ V>V- - 




/l v/- v- 1 1 •b'- u - 

V, I // #?.» ' l ' * 

.. *1 

VVr ’■•■<* - 

/; . -. i , 


i 


f? "?* /; 

4 (_ L ■»'' ’■~ 1 ' w 

_ . i i)-.C*^i - *■ 

f> i,v*- 1 -X ; 

i ~^" /r 

I L,<; -wsfo-H 
t.lw>( r 

A:l ;:' .5/"-' 

**> 

I ,• . iA/^VW^ * ' 


• v*« 






jEsM&fiEtajgSe-ae 1 jgj x <m t»° R b e « 


JUDGMENT ANO COMMITMENT 


United States District Court i.> 

, .THE GOUTHI'.RN DISTRICT OF K!3f YOTJC 


Untied Sutn of A r nc»Kd n 


THOMAS ZAMMAS 


In Ihf iHrmiU' «»l Ihc jltouicy lot Ihc juvt inmcnl 
Ihc tit ft infant .ippc.trcd m prrxon on llnx tfalr - 


1975 


|_J WITHOUT COUNSI L However thr mhmi advocd defendant of i.gt.t ( «> 4 .. u ..v 

* hiir toutiM-l 4(i|»o»nlf>1 by the tourl <nd the defendant Hum 

l*j wim counsii. i RichardBfynn, Esg._ 

(Name of i uuntel) 


i__ J C.UII 1Y, .md ll»r tnutl hr mg \jIi\ImhJ lh.it 
there J f.Klu.il hJMS fur Ihc pled, 


{ I_I NOT C.UII IY Dcfernfani txcJtst h.»r K cd 

X j C.UII.1 Y. 

Ot lcrMldtil lux l*ct*n convict rtf ,i> chained ul liter offcnxr(x) t»l using tha Mils In a schcne and 

artiflca to defraud. (Titla 18. United States Code. Sections 1141 and 2.) 
and by the use of stall did cause to be Issued 1972 Issue of Value Line. 
(Title 15, United States Code, Sections 77q(b) and 77x» Title 18, United 
States Code, Section 2.) 


as charged in counts 1 thru 12 Inclusive' 

Hir tool I J'.t.rtl »Im Ihci th Irinhrit had sn> thlnf. to My why Judgment th.arld not he pitMMHiifer.l flCi <nM no Millt. toil > m\r to l*v . ont'jfy 
u.n drown, of aj*|«.iitd tv thr <»**ft, tlw touil j.fjiid,;rd tl»r rfrfrndtnl juilly <t < hat grit 4f 1 iirovblrit jml *«tt. ir»l that Thr drlrndant H 
Ik it by • •Miimillrd to the melody id Ibt AlltNiiry (.rwt|l or ln> -ruthinl/cd tr|Mr \« nlativr lot ol fo* .(oimkI KlClfTEEM 

(18) MOOTHS on eoch of count# 1 thru 12 to run concurrently with each 
other. 

Execution of Sentence stayed Pending appeal.} Defendants bail pending 
appeal continued. 


SPtCIAl 

CONDITIONS 

Of 

PROBATION 


11«- iihiiI i.i.lmi■muiiilni.nl I*. Ilii' .iisliHly Il«' Allniiiry (.rm ul .m.I irumiuiriuK 


II n ordered that the tir.l deb.fi 
J intilird M»fV of tfirt fwdgmcnt 
and uMimii.Twnl to the U S. Mar 
thal of othei qualified offn «r 
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TRANSCRIPT OF TRIAL 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


UNITED STATFS OF AMERICA 


WILLIAM ERIC AIKEN, 
WILLIAM RODMAN & 
THOMAS ZAMMAS, 


Defendants. 


Hefore: 

HON. CONSTANCE D. MOTLE v , 
District Judoe 
and a Jury 


74 CRIM. 987 




Cl 

FILED 

SEP 16 19/5 


X ^D. Of p i*' 

New York, July 28,29,30,31, 1975 
August 1,4, 1975__ 


STENOGRAPHER"S MINUTES 
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CLERK’S 


UNITED STATES DISTRICT COURT ^ 
SOUTHERN DISTRICT OF NEW YO 


<10. PY 


RETUR-M TO CO’JRT RZZ 

UNITED STAGES OF AMERICA 


f.k i l.R^ 


ROOM 303 


\'j ‘‘if : ■ 

i Uu r.uii^u 


VS . 

WILLIAM ERIC AIKEN, 
WILLIAM RODMAN and 
THOMAS ZAMMAS, 


74 Cr. 987 


Defendants. : 
-x 


New York, New York. 

July 28, 1975 - 2:15 P.M. 


Before: 

HONORABLE CONSTANCE BAKER MOTLEY,District Judge, 

and a jury. 

APPEARANCES: 

PAUL J. CURRAN, United States Attorney for 
the Southern District of New York. 

JOHN A. LOWE, Assistant United States Attorney and 
PETER SHAEFFER, Esq., Securities Exchange^Coiranission 

LOUIS C. PULVERMACHER, ESQ., 

Attorney for defendant Aiken. 

MORTON BERGER, ESQ., 

Attorney for defendant Rodman: 

ALVIN ENTIN, ESQ., and 
LEWIS KIMLER, ESQ., 

Attorneys for defendant Zammas-. 











- 


(Case called - 2:30 P.M.) 

MR. PULVERMACHER: Defendant Aiken requests 

permission to address the Court. 

Your Honor, defendant Aiken would like per¬ 
mission to withdraw his plea of not guilty and enter a 
plea of quilty to Count 7 of the indictment. 

The plea of guilty to Count 7 would be in lieu 

of all counts of the indictment. There are 14 in the 

indictment -- 12, rather. 

THE COURT: Then he would be offering to plead 

to violation of the Securities laws, is that right? 

MR. PULVERMACHER: 17B, violation of the 

securities law. There would be no mail fraud charges. 


your Honor. 

BY THE COURT: 


Iiow old are you, Mr. Aiken? 

Forty years old. 

How much education do you have? 

1 am a college graduate ,your Honor. 

What college did you attend? . 

UCLA, your Honor. 

Have you discussed this case with your attorneyl 

Yes, I have,your Honor. 

MR. PULVERMACHER: Yes, your Honor. 
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by the qrand iury with a crime, he may offer a defense to 
that charge. bo you understand that? 

A Yes, your Honor. 

0 Did you discuss that with your lawyer? 

A Yes, I understand. 

0 Are you satisfied that your lawyer has fully 

considered all the facts in your case and any possible 
defenseyou might have to this charge? 

A Yes, your Honor. 

Q Do you understand about pleading guilty to 

this charge and that the Court might sentence you to a 
term of imprisonment up to five years? 

A Yes, your Honor. 

Q And in addition may impose a fine up to $5000? 

A Yes, your Honor. 

Q And undergoing those maximum possible penalties, 

do you still want to plead guilty? 

A Yes, your Honor. 


T 
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0 Do you feel that any of your constituional 

riqhts have been violated in any way in connection with 
your property, your arrest, or these proceedings? 

A No, your Honor. 

q Was any of your property seized? 

A No,your Honor. 

0 Were you arrested in connection with this charge? 

A No, your Honor. 

o Did you make any statement at the time you c.une, 

in to court, to the United States attorney or some other 

law enforcement agency? 

A Yes, your Honor. 

n When did you make that statement? 

A 1 believe that was in March 1973. 

n And to whom did you make the statement? 

A Peter Shaeffer, on the SEC staff. 

Q now, before you made that statement, were you 

advised of your constitutional rights? 

A Yes,your Honor. 

q And what were you told that your constitutional 


rights were? 


It was my right to remain silent. 

What else did he tell you? 

Well, I was told that I could have an attorney 








/ 
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2 

"resent, 

vour Honor. 




3 

n 

Were you told that any statement you 

did make 



4 

might be 

used aqainst you? 




5 

A 

Yes,your Honor. 




6 

il 

Were you told that you could have an 

attorney 



7 

presen t 

before any quest ioninq beqan? 




8 

A 

Vos,your Honor. 




9 

0 

Was your attorney present? 




10 

A 

ho, your Honor. 




11 

0 

Were you told that if you could not afford an 



12 

at torney, 

the Court would appoint one for you before any 



13 

quest ion > nq began? 

1 




14 

A 

Yes, your Honor. 




15 

0 

Are you satisf ied that any statement 

you made 


► 

16 

at that time was freely and voluntarily made? 




17 

A 

Yes, your Honor. 




18 

Q 

Were you threatened in any way to get 

you to 



19 

make that 

statement at that time? 




20 

! 

A 

No, your Honor. 




21 

0 

Were you promised anything? 



- 

22 

A 

Subsequently — 




23 

o 

At that time? 




24 

A 

No, not at that time, your Honor. 

• 



25 

Q 

All riqht, has anyone now, including 

your own 
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2 

attorney. o> the United States Attorney, made anv 


5 

promise to you that you would be dealt with leniently 


4 

by the Court if you would plead quit tv at this time? 


5 

A No,your Honor. 


6 

0 Has any other promise been made to youif you 


7 

wula plead guilty at this time? 


8 

A 1 entered an agreement with the Attorney Genera] 

• • 

9 

THE COURT: Do you have that? 


10 

MR. PULVERMACHLR: Yes, I do,your Honor. 


11 

(handed to Court.) 


12 

THE COURT: Mr. Lowe, is this the agreement 


13 

between the Government and the defendant Aiken? 


14 

MR. LOW!: I believe it is, vour Honor. It 


15 

should have my signature on it along with Mr. Aiken's 


16 

and Mr. Pulvermacher's. 


17 

THE COURT: Let's file it as part of the 


18 

record of this plea. 


19 

/ 

Mr. Clerk, would you put the name and number 


20 

of the case on that document. 


21 

MR. PULVERMACHER: Your Honor, I notice that 


22 

the pane given to the clerk is not the same as I gave to 


23 

you. There is one page missing. 


24 

THE COURT: Well, there was an original 


25 

and a copy. The copy has only one page. 
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MR. PULVERMACHER: No, they were all one 

aqroemont. The staple has come apart. 

THE COURT: They weren't stapled together. 

MR. HOWE: Your Honor, l have the original 

which was marr.ed as an exhibit for purposes of this case, 
in any event. 




THE COURT: Suppose we use that. Suppose we 


use the original, and then you can have the copy for use at 
the t*ial if you would lihe. 

Would you staple those together. 

THE CLERK: Yes, your Honor. 

HY THE COURT: 

I 

<;> Mr. Aiken, is this your signature on the petition 

to plead guilty? 

A Yes, your Honor. 

THE COURT: And Mr. Pulvermacher, is this your 
signature on the attorney’s portion? 

MR. PULVERMACHER: Yes, your honor. 

THE COURT: The clerk is directed to file the 

l>etition to plead guilty, and filtf the a jreement between 
the defendant and the Government. 


24 
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Tiv Tin: Ok.HV: 

0 Lif t nt ask vou thin, tr. Aiken, were vou 

threatened m any wav to get you to plead guilty? 

A do, your Honor. 

n Do you understand that hv pleading quiltv 

'•ou g iv up --our right to a trial of this charge against 
vo 1 1 "* 

A Yes, your honor, I »io. 

o Fy 12 citizens fron thin district? 

A v en, your Honor. 

0 Or at your election, by the court, perhaps, 

without a jurv? 

A Yon, vour honor, I do understand. 

n Do vou understand that if ,r ou went to trial 

now ’-ou would not have to sav anything? 

A Yes, your Honor. 

o That the government would have the burden 

of ’.roving to the jurv that you were guilty beyond a 
reasonable doubt? 

A Yen, your Honor. 

0 Oo you understand that if you went to trial 

you would have the right to crons examine the govermuent-s 
witnesses against you? 

A 



Yes, your Honor 
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o And that you would have the- right to call 

witnesses in "our own behalf? 

A Yes, vour Honor, 

O And understanding all those rights to a trial, 

vou now want to give up tnose riqhts and nlead quilty? 


A Yen, vour Honor. 

,, "ou under tile influence of any drug or 

alcohol at this tine? 

A No, your Honor, I'm not. 

n Have vou ever been the subject of any psychia¬ 

tric earn or treatment? 


A 


o 


Uo, your Honor. 

Is this vour decision to plead guiltv? 

A Yes, vour Honor, 

o And are vou entering this olea of quilty 

now fretl" and voluntarilv? 

A Yes, vour Honor, 

n And as a result of vour own reasoning processes? 


A Yes, your Honor. 

n Tell me what vou did on or about September 

the 29th, 1972, here, in the Southern District of New 
York,which shown that vou are in fact quilty of count 7 
of this indictment, the count to which you are now offer¬ 
ing to ol< a<l quilty? 
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A vrs. I caused to have published a stock 

recommendation on a stock called Power Conversion with¬ 
out disclosing the fact that I had in fact been paid 
to nako tie- recommendation. 

O And was that nailed to s one body? 

A Yes r it war nailed. The publisher is also 

registered witJi the Securities and Exchange Comnission 
as investment adviser, 

0 Uas a copy nailed to First National Citv 
Ban): at 3 f )9 Par); Avenue? 

A I believe so, your Honor. 

0 That is what you are charged with in count 
7? •. 

A Yes, your Honor. 

o And that was published in an issue of Value 

Line relection opinion for Sentember, '72, is that it? 

A September 29th, vour Honor, yes. 

o Which described the common stock of Power 
Conversion, Inc.? 

A Yes. 

o Do you have any Questions you would like 

to as), vour attorney or the. court before T finally 
accept your plea of guilty? 

A Ho, l don't-, vour Honor. 
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THE COURT: All right. The court 

accepts the plea of guilty of the defendant William Uric 
Aiken to count 7 of indictment 74 Criminal 987. 

The day of sentence will be September 22nd 
at 11 o'clock. Presentence report will lie required. 

What is the defendant's | resent bail status. 

MR. PULVER.1ACIIER: Freed on his own recog¬ 

nisance. vour Honor. 

MR. LOWE: The government has no objection 

to that continuing until the date of sentence, your 
Honor. 

THE COURT: All right, the present bail 

status will be continued as to the defendant Aiken until the 
day of sentence. 

Anvthing further. Report to the Probation 
Department, Mr. Aiken. 

DEFENDANT AIKEN: Yes, your Honor. 

THE COURT: All right, with respect to 

the other defendants then we will proceed z". trial, 

I have from the government proposed questions 

to put to the prospective jurors. Are there any from 

, 

the defendants? I have from the government a memorandum 

of law with respect to the introduction of certain 


statements on the trial 


Is there a memorandum from 
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the. defendants? 

flR. BERGER: May it please the court, I 

have not received the memorandum with regard to the 
testimony. Probably it was an oversight or it was 

lost in the mail. Counsel for Mr. Zaminas was good 

enough to show it to ne. I would like an opportunity 

to put in a reply to that memorandum of law. 

The defense objects vigorously to the intro¬ 
duction of the discussion between Mr. Perlmutter and 
Mr. Aiken outside of the presence of his client, and 
I feel only in very special circumstances is that evi¬ 
dence admissible. Up until the time those conditions 
are shown to exist and up to the time the court believes 
bevond a reasonable doubt that thosft conditions are shown 
to exist, that testimony is not admissible. 

THE COURT: Will we reacli this question 

early in the trial? 

HR. LOWE: I believe we will reach it, 

your Honor, on the testimony of the very first witness, 

I am almost certain, but can't be 100 per cent certain 
of anything, that Mr, Berger was mailed a copy of this 
memorandum together with the government's proposed voir 
dire and instructions to the* jury. 

In any event, I will hand him a copy right 
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now. 

?1R. ENTIN: Your Honor, on behalf of de¬ 

fendant Zammas, we received this memorandum on Friday 
of last week and we are in the process of preparing our 
response. Hopefully, we will have it before the 

court tomorrow afternoon. 

iII^ COURI: It's a one-page memorandum, 

hr. LOPE: I believe, your Honor, it does 

nothing more than set forth the support for basic, well- 
understood, well-established principles of law. 

Needless to say, the government would not 
offer any such statement in the absence of proof of an 
agency or joint venture relationship which I think will 
be forthcoming. 

THE COURT: Yes, that's what it appears 

to be, a statement made by the con—conspirator, Hr, 

Perlmutter is claimed to be an agent as opposed to co¬ 
conspirator. 

HR. LOWE: Yes, your Honor. In light 

of the fact there is no conspiracy specifically charged 
in the indictment, basically he is a co—conspirator in 
fact, but in most instances that I have been able to 
discover in cases such as this, where there is no conspiracy 
charge, the courts usually use the term "agency" but 
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it means the same. 

MR. BERGER: Although I have not had ar 

opportunity to research this I would like to cite cases. 
United Staten vs. Cianchitte, 315 F. 2d 584, which is 
Second Circuit case, 1963, which I have read for other 
reasons and that case sets forth the specific burden 
that the government must meet prior to introducing this 
type of evidence. With regard to that particular 

type of evidence, I would like an opportunity to submit 
to the court tomorrow morning a limiting instruction 
which I will request that the court read to the jury 
at times that the court believes appropriate in order 
to protect the rights of the defendants with regard to 
hearsay evidence which might be admitted perhaps subject 
to connection and prior to the time that the court 
believes that the government has proven a scheme and 
artifice tc defraud beyond a reasonable doubt or has 
failed to prove beyond a reasonable doubt the existence of 
an agency and has failed to prove beyond a reasonable 
doubt that the individual against whom that evidence 
is offered actively and knowingly participated in a 
scheme and artifice to defraud. 

That would be our position with regard to 
the first six counts to the indictment because of the 
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fact the scheme and artifice has been alleged to those 
counts. 

With reqard to counts 1 through 12 no 
scheme and artifice has been alleged. In those counts 
the defendant believes it should be proven to the 
satisfaction of the court and beyond a reasonable doubt 
that there has been a concert of action on the part of 
the individual testifying and the individual concerning 
whom he is testifying before that testimony is admis¬ 
sible, In addition to that, I would object to the 

court admitting this evidence even subject to connection 
because the probative value will be greatly outweighed 
ny the prejudicial effect that evidence will have upon 
the — 

THE COURT: Mr. Berger, suppose you bring 

in a memorandum tomorrow morning. 

?1R, BERGER: Thank you, your Honor, 

THE COURT: The government's memorandum 

refers to the new rules of evidence. Rule 801(e)(2)(D) 
and (E), and cites recent Second Circuit cases. Suppose 

you address yourself to that. We will take it up again 
tomorrow morning, 

MR. BERGER: Your Honor, may I bring in 

a suggested limited instruction? 
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THE COURT: Yes, your Honor, 

MR, LOWE: I agree with every legal posi¬ 

tion Mr. Berger has taken and I have no objection to 
limited instructions at the time the evidence is received. 
In connection with the proposed voir dire, 
your Honor — 


THE COURT: Just a moment. 

MR. LOWE: If I might call your Honor's 

attention to page 4 of the government's request. 

The fourth name from the bottom in the list on 
that page reads Hentz & Co. It should read H. Hentz & 
Co. And the third name from the bottom, which 

reads H. Hentz & Co.,should be eliminated from the voir 
dire, your Honor, 

THE COURT: Is there anything else? 

MR. LOWE: Yes, your Honor. 

On page 5, counting down five names from 
the top, it reads "Lief, Werle & Co.," and the next name 
on your Honor's copy is Marsh, Black, Liebler & Co., 

Inc. In between those two names the government would 
request, your Honor, to insert the name Larry Lindsey. 

THE COURT: Anything else before the jurors 

arrive? 



MR. LOWE: Yes, your Honor. 


T 
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Till: COURT: 


questions — 


MR. BERGER: 


I would like to raise. 


HR. ENTIN: 


That is, with respect to 


I just have another matter 


I would like to raise an ob¬ 


jection, your Honor, to proposed jury question Uo. 7, 
found on page 8 of the government's proposed voir dire. 

The question reads: 

"Whether any prospective juror, spouse, child, 
relative or close friend has experienced the practice 
of bribery or kickbacks in the business world." 

I would suggest to the court that based on 
the indictment that is presented in this case are are 
not dealing with a question of kickbacks, we are not 
dealing with a question of bribery. 

The indictment alleges a violation of 77(q)(b), 
subsection 2, which makes it an offense not to disclose 
a receipt of gratuity. It makes no mention of it 
being an offense to receive the gratuity. I 

I would suggest the "bribery" as used in 
this connection or in any connection in this particular case 
would have a harmful and prejudicial effect on the rights 
of the defendants. They are not charged with it and 


25 


any inquiry as to the word "bribery" would be improper 








something other than what it really is, simply because 
of the technicalities of the. federal criminal statutes 
THE COURT: What part of the indictment 

mentions the word "bribe"? 


24 
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) 


2 

MR. LOWE: If I might refer your Honor to 


3 

paragraph 8 of Counts 1 through 6 of the indictment which 


4 

is on page 3 of the indictment, paragraph 8A refers to 


5 

the fact that the defendants Rodman and Zammas would 


6 

and did secretly pay a $15,000 bribe to defendant Eric Aiker 


7 

in return for which Eric Aiken agreed to publish an article 


8 

in Value Line, etc. 

• 

9 

MR. ENTIN: The statute should be controlling 


10 

before the Court, your Honor. A bribe is an unauthorized 


11 

compensation given by one to another. In this particular 


12 

case the statute specifically authorizes the kind of com¬ 


13 

pensation dealt with here. The only thing the statute 


14 

imposes is a duty to disclose, but the compensation is 


15 

not unauthorized whereby a bribe is an unauthorized com¬ 


16 

pensation . 


17 

The statute says that Mr. Aiken or anyone 


18 

else can take all the bribes he wants provided he dis¬ 


19 

closes same and as such calls it a gratuity, does not refer 


20 

to it as a bribe and does not make it illegal. 


21 

MR. LOWE: I might point out, your Honor, the 


22 

statute does not say a bribe is permissible. It just 


23 

simply doesn't punish the bribe itself. 


24 

I would point out that the penal law of the 


25 

State of New York will punish the crime of commercial 
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THE COURT: That motion is denied. 

Any other motions? 

MR. BERGER: May it please the Court, I would 
like to make a motion at this time which 1 could not -- 

THE COURT: Let's not make any new motions. I 
asked for any pending, undisposed motions. 

MR. BERGER: Your Honor, this is not a 

pending motion. 


THE COURT: Are there any that you have in mind** 
MR. BERGER: I would like a motion which I wou 

appreciate the Court taking under advisement and reserving 
until the close of the entire case. I would like to make 
that motion now and asking for a ruling would require a 
preliminary hearing which I do not believe should be held t^> 
delay this trial. 

I believe that all of the evidence concerning 


this motion will come out during the trial and I would like 
to perfect my record. 

But, by making the motion and having your Honor 
reserve decision, if I may — at this time the defendant 
Rodman moves to dismiss the indictment based upon the fact 
that the prosecution in this case is discriminatory 
and selective, that the defendant Rodman has been selected 
by the Government to be indicted in this case for the 
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purpose of harassment and for the purpose of piecemeal 
indictments because another indictment is now pending, 
it is before a grand jury, which would include the facts 
in this case, and I feel that this indictment violates 
defendant's Fifth Amendment privileges, it is a violation 
of due process of law, violation of equal protection. 

I would just cite the cases that I intend to 

rely on -- 

THE COURT: You are going to have to write 

that motion out. Time for making motions directed to 
the indictment has long since passed. YOu write that out, 

i 

support it with points and authorities and I will consider 
it, but this is not the time to be making motions directed 
to the indictment, Mr.Berger. 

MR. BERGER: Thank you, your Honor. The 

reason for my lateness -- 

THE COURT: Let's retire to the robing room. 

The jury is coming in. 

(In the robing room.) 

MR. BERGER: I would like to make one more 
request, that before any of the jurors come into the 
courtroom, that any prospective possible witness in this 
case be directed to leave the courtroom and that during the 
balance of the trial either the defense or the Government 
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would not knowingly have any witness present. 

THE COURT: Are there any witnesses in the 

courtroom? 

MR. LOWE: Unless Mr. Aiken remained, which I 
believe he didn't, I know of no witness in the courtroom. 

THE COURT: Any defense witnesses? 

MR. ENTIN: No, your Honor. 

MR. BERGER: No, your Honor. 

THE COURT: I am making the announcement when 
I go out. We will proceed with the selection of the 
jury. 

I 

MR. ENTIN: Your Honor hasn't ruled on the 

motion with regard to the jury instruction. 

THE COURT: What I will do in that connection 

is ask whether any prospective juror has experienced or has 
been involved in any unlawful gratuity, bribery or kick- 
back in the business world. 

MR. LOWE: Your Honor, might I suggest the 

verb be "experienced any" because of the potential Fifth 
Amendment problem of asking whether they were involved in 
it. That is why I worded it the way I did, because I 
thought there would be difficulty asking people whether the 
were involved in, and whether they ex{>erienced it is some¬ 
thing they would know about without having been involved. 
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THE COURT. I think in order to avoid that 
problem, we should probably ask them whether they have 
actually been involved in any proceeding. 

MR. LOWE: Your Honor, the thrust of the 

question was to discover any person whose experience may 
have been that there are such things in the business world, 
and from either of our points of view, such a person 
may be a problem in light of the fact that they may 
either have an unduly strong antagonism toward that prac¬ 
tice from the defense point of view or from the Government's 
point of view they may have an attitude many people have 
that business is business, and this is the way business is 
done, who cares. 

Either possibility existing, I think the ques¬ 
tion of — 

THE COURT: Maybe that would be the best way, 
to ask them whether they have any strong feeling about 
business world practices that may involve kickbacks or 
briberies or gratuities. 

MR. ENTIN: Your Honor, for the record, I 

object specifically to the word "kickback" because that is 
certainly not used in this particular case at all. 

THE COURT: It is related. 

MR. ENTIN: I object to the word "bribery" 
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and I will let that be a continuing objection throughout 
the trial. 

THE COURT: YOu have a continuing objection. 

I am going to ask them whether they have any strong feeling* 
one way or the other about business practices or other 
practices, which may involve unlawful gratuities, bribery 
or kickbacks. 

MR. BERGER: Your Honor, what will your practice 

be with regard to hours? 

THE COURT: We are just going to select a 

jury today, and start tomorrow morning. 

MR. BERGER: And you want us here at 9:00 

or 9:30? 

THE COURT: Ten o'clock. 

With respect to the challenges, the defendants 
have ten, and the Government has six. 

How long is the trial apt to take? 

MR. LOWE: I am guessing it will probably run 
into next week. I would guess between five and seven trial, 
days for the Government's case. 

MR. KIMLER: We have anticipated three weeks 
for this crial. 

MR. ENTIN: I would say between seven and ten 


days. 
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(A jury and two alternates were duly im¬ 
paneled and sworn.) 

THU COURT: All right, ladies and gentlemen, 

in just a few moments we are going to recess until 10 
o'clock tomorrow morning. But before we do so, I 

want to give you some preliminary instructions. 

Now, as the jurors in this case, as you must 
well know by now, it is going to be your exclusive func¬ 
tion to decide the guilt or innocence of the two de¬ 
fendants who are on trial, based solely upon the evi¬ 
dence presented here in court. 

Mow, in order to perform that function 
as jurors, it is going to be necessary for you to pay 
careful attention to the testimony and other evidence 
as it comes in during the course of this trial. 

Mow, obviously, if you have not been paying 
attention to the witnesses as they have testified or 
to documentary evidence as it has been received in evi¬ 
dence, you will not be able to perform your function 
very well. And I'm sure that each of you wants 
to give the paeties who are now on trial that same fair 
trial which you would expect if you were involved in 
a lawsuit. 

So the first instruction is to pay careful 
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attention while you are in court to the testimony and 
other evidence. 

Now, we know that you can't pay attention 
indefinitely, so that in addition to the usual luncheon, 
which will usually be at 12:45 until 2 o'clock, we will 
take a morning recess and an afternoon recess so that 
you can relax and not have to concentrate. 

But while you are in court, please pay care¬ 
ful attention. Please do not let your mind wander 
while the evidence is being received, and please do not 
fall asleep or anything like that which would indicate 
that you are not paying attention. 

Now, as I told you, and as you know, this 
is a criminal case, and that means that the government 
has the burden of proof, and that is to prove the 
defendants guilty of each charge made against them in 
this indictment. 

As I {jointed out earlier during the course 

1 i ' 

of the questioning, a defendant in a criminal case does 
not have to prove his innocence. A defendant in a 
criminal case is presumed to be innocent, and this pre¬ 
sumption of innocence remains with a defendant throughout 
the entire trial, even when you retire to the jury room 


25 


to deliberate 
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Now, this presumption of innocence is removed 
only if and when, after your deliberations in the jury 
room, you come to the conclusion that the government 
has sustained its burden of proof, and that is to prove 
a defendant guilty of a particular charge made against 
him beyond a reasonable doubt. 

As I told you, the indictment consists of 
several charges against the defendants and they are 
grouped essentially into two parts, the first dealing 
with an alleged scheme to use the mails to defraud 
through the use of this article and payment of a bribe 
to write the article, and the second relating to a viola¬ 
tion of the federal securities laws which requires the 
disclosure of the payment of a sum in connection with 
the sale of stock. 

And as we proceed to trial you will hear 
more about those charges in detail in the opening 
statement by the government. 

I want to remind you again that an indict¬ 
ment is not proof or evidence. It is merely an accusa¬ 
tion made by a grand jury, and an indictment is returned 
pursuant to a procedure which we employ in our system 
whereby persons are merely accused of crimes and then 
after they are so accused they are brought into court 
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where their guilt or innocence is then determined by 
a petit jury or a trial jury such as you are. 

At the end of the trial, that is, after all 
the evidence is in and after the lawyers on both sides 
have had an opportunity to make closing statements or 
summations to you, it will be my duty to instruct you 
as to the law applicable to this case. 

During the course of the trial it will be 
my responsibility to rule on motions and objections made by 
the lawyers on both sides. My rulings on these mo¬ 

tions and objections should not concern you because they 
have to do with questions of law, and my ruling on any 
motion or objection is not to be construed by you as 
an indication that the court or the judge feols that 
the charges are true or not true or that the defendants 
are guilty or innocent, because they have to do with 
questions of law and not questions of fact which are 
within the province of the jury, and it is only for the 
jury to determine whether a defendant is guilty or not 
guilty. 

How, again, your job is to focus on the 
evidence in a case consisting of three things* 

First, the testimony which you will hear 


from witnesses who are going to take the witness stand 
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right here before you so that you can see them and hear 
them and observe them while they are testifying. 

And the evidence in a case consists, secondly, 
of any documents or other clients which are actually 
received into evidence. 

And, finally, the evidence in a case con¬ 
sists of any agreements or stipulations which the 
lzwyers might enter into as tc certain facts which need 
not be proved by calling witnesses. 

So those three things, testimony, exhibits 
and stipulations, constitute the evidence in a case. 

How, all of that is to emphasize that 
statements made by the lawyers during the course of a 
trial, whether in the opening statements which you 
will hear in the morning, at least by the government, 
or during the course of the trial, or during the summa¬ 
tions, is not evidence. Similarly, any statement made 
by the judge during the course of the trial is no evidence. 

As the evidence comes in you will want to 
keep an open mind until you have heard the whole case. 

For that reason you must refrain from discussing the 
case at any time with any person for any reason. That 
means that you must not discuss the case among yourselves 
until you have finally retired to the jury room to 


tr 
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deliberate, and that is after all the evidence is in, 
after the lawyers have had an opportunity to sum up, 
and after the court has instructed you as to the law 
applicable to the c&st:. Then and only then are you 
permitted to discuss the case among '^ourselves. 

Also, you should not discuss the case with 
your family or your friends when you go home at night 
because if you do that, the first tiling you know some¬ 
body will start telling you about what they read in the 
newspaper or what they saw on television or what they 
heard about some other case, and although you do not 
intend it, those discussions may influence your judgment 
here, and as I've told you repeatedly now, your judgment 
in this case must be based solely on the evidence 
presented in this case and not on what somebody heard 
on the television or read in the newspaper. 

So please do not discuss it when you go 
hone at night. Please do not discuss it among your¬ 
selves, Please do not talk to anyone about this 

i 

\ I 

case. If anyone should approach you in the hall, or 
should you run into somenody involved in this case, 
please do not speak to them about this case. Please 
do not speak to anyone. 

Now, there is a cafeteria in this building 
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which is for the use of the enployees in this building 
and U. S. attorneys eat in that cafeteria, so no jury 
is to be found eating in the cafeteria in this building. 
When the lunch hour cones you have to eat in a restaurant 
outside or bring your lunch to the jury room, but you 
are not permitted to go to the cafeteria where you are 
apt to run into U. S. attorneys or others discussing 
cases. 

You are not to read any newspaper stories 

which nay appear in the newspapers concerning this case. 

How, I don't know whether there are going to be any 3uch 

newspaper stories or radio or television reports, 

but you are not to read anything or listen to any report 

about the case on the radio or the television. Now, 

if you should do so inadvertently, when you cone in in 

the morning, please do not tell your fellow jurors 

about it, but let me know immediately. 

Should anyone approach you about this case 

or call you about this case or try to speak to you about 

* 

about this case, don't tell that to your fellow jurors 
either, but let me know immediately. 

i 

As I've said, we are going to recess now 
until 10 o'clock tomorrow morning. And at that time 
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the trial will commence with an opening statement by 
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the government's counsel, and as I have told you, the 
government has the burden of proof in a criminal case; 
the defendants don't have to say anything. But 

on the other hand, they may elect to make an opening 
statement. 

I want you to listen carefully to the 
government's opening statement because they will give 
you in that statement, or he, fir. Lowe, will give you 
in that statement, an outline of what he hopes to 
prove. And I want to caution you again that statements 
made by lawyers are not evidence. He will only 
be telling you what he expects to prove through the 
various witnesses who will testify and the other exhibits 
which he will offer, and if received in evidence. 

But it will help you to follow the evidence as it comes 
in if you listen to the opening statement. 

And of course the government cannot put 
on its case all at one time. It will come in in 

bits and pieces through various witnesses and various 
documents. 

So the opening statement is just a general 

t i 

outline of what the government expects to prove. 


If you have any questions relating to your 
comfort or convenience, if you will take them up with 
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our clerk here he will try to help you, and if he 
can't, he will take them up with me. 

Now, again, we are going to recess now 
until 10 o'clock tomorrow morning. And before you 

go I will ask the clerk to show you to the jury room 
so that when you cone in in the morning you will report 
to the jury roon and remain there until the clerk 
tells you to came in. 

During the course of the trial there will 
be times when I will have legal matters to discuss with 
the lawyers out of your presence, and sometimes therefore 
you will be waiting in the jury room, but I want to re¬ 
mind you that patience is a very important quality in 
the administration of justice and in seeing that justice 
is done. So if you are sitting in there, just be patient. 
You will know that we are discussing legal problems and 
not just wasting your time. 

All right, with those preliminary instruc¬ 
tions then I will let you go now until 10 o'clock 
tomorrow morning. But please remember, do not dis¬ 

cuss the case, do not read any newspaper stories about 
it or listen to any radio or television comments about 
it. 

All right. Will you follow the clerk 
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now to the jury room. 

(The jury left the courtroom.) 

THE COURT: All right, gentlemen, as I 

indicated, we are recessing until 10 o'clock tomorrow 
morning, but we have this preliminary matter, Mr. 

Berger. I gave you an opportunity to submit something 


in opposition to the government's memorandum with re¬ 
spect to the admission of certain testimony, so if you 
will get that in at 9:30 tomorrow morning, I'd appreciate 

it so I can glance at it before we — 

MR. BERGER: Your Honor, I believe that 

the government, Mr, Lowe, agreed with my statement of 
law with regard to that memorandum. 

THE COURT: That is right. You were 

to bring in a — 

MR. BERGER: Limiting instruction. 

THE COURT: All right. Get that in 


tomorrow morning at 9:30. 

MR. LOWE: Before we break up I would 


like to hand up to your Honor two exhibits which, 
although your Honor would obviously not be able to rule 
on them at this point, I believe if your Honor were to 


familiarize yourself with the materials prior to the 
testimony of the witnesses referred to therein, t 
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government will argue at the appropriate point that 
these two exhibits which, for the record, are marked 
Government's Exhibit 3501D for identification and 3510B 
for identification, which relate to two prospective 
government witnesses, namely, Mr. Aiken and Mr, Stanley 
Perlmutter, are not appropriately 3500 material, so I 
thought perhaps, since they will both probably be on 
the stand tomorrow, your Honor might wish to read them, and 
perhaps we will waste less time ruling on the issue of 
whether these particular portions of their testimony 
should be turned over or nto. 

THE COURT: All right. Hand them up. 

Have you turned over to the defendants the 
other 3500 material relating to these witnesses? 

MR. LOWE: Only one of them. I was 

about to hand them the rest as we departed tonight, 

THE COURT: All right. Let's put on 

the record in the morning then what you have turned over 
to them by way of 3500 r v^erial. 

MR. LOWE: Certainly, your Honor. 

THE COURT: Yes, Mr. Berger. 

MR. BERGER: Your Honor, I'm wondering 

if the government would tell us th^ evening before which 
witnesses they intend to call the following day. 
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MR. LOWE: To the extent that we have 

3500 material, we will always be turning it over not 
later than the evening before the following day. To 
the extent that we do not, I see no reason to tell vou 
anything about who a witness may be, if we don't have 

anything to hand to vou. 

THE COURT: Does the government have any 

requests of charge? 

MR. LOWE: We do but they are not pre¬ 

pared completely. 

THE COURT: Gentlemen, you will have until 

Wednesday morning at 9s30 to submit any requests of 
charge. They should be brought to the trial when you 

cone up. 

All right. If there is nothing further, 

we will recess then until 10 o'clock tomorrow morning. 
And you can send up your instructions to ray chambers 

by 9:30, Mr. Berger. 

I1R. BERGER: Yes, your Honor. 

(Adjourned to July 29, 1975, at 10:00 a.n.) 
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UNITED STATES OF AMERICA 


WILLIAM ERIC AIKEN, et al. 
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RETURN TO COURT REPOR 'Efi 
■ROOM 803 FOR HUNG 

New York, July 29, 1975, 


10:00 ,m. 


Trial resumed. 


(In ope court.) 


THE COURT: Do you have something, Mr. 


Berger' 


MR. BERGER: No, your Honor. 


THE COURT: I have a note from Martha Nayphe 


which reads as follows: 


'1. How late in the day will we be here 


(for personal plans and commitments)?' 


Ordinarily we would recess at 4:30 is the 


answer to that. 


'2. In order to advise my supervisor at my 


work, how long (estimate) will we be here beyond this 


week perhaps?" 


I can't say how long x- would take. Per¬ 


haps not longer than next week, but we never know in 


25 


a crimin, x case 











All right, mark that Court's Exhibit 1. 

(Court's Exhibit 1 was marked.) 

JUROR NO. 11s Is there a strong possi¬ 

bility it might go into a second week. 

THE COURT: I can't say. 

As I told you, ladies and gentlemen, last 
evening when we recessed, the trial would commence this 
norning with an opening statement by government’s counsel 
I want to remind you again of something x said last night 
and that is the statements made by lawyers are not evi¬ 
dence. The government is required to make an opening 

statement to advise the court and the jury of what it 
hopes to prove, and to indicate how it hopes to prove 
it, and that's the purpose of the opening statement, 
to tell you what the indictment claims and what the 
government hopes to prove with respect thereto. 

So you listen carefully to the government's 

opening statement because, as I have said, the govern¬ 
ment can't put on its case all at once. But the 
opening statement will give you sufficient information 
about the claims made in the indictment to enable you 
to follow the evidence as,it does come in piece by piece 
from the various witnesses and documents. 

With that in mind, is the government ready 
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to proceed? 

MR. LOWE: The government is ready, your 

Honor. 

THE COURT: You may proceed, Mr. Lowe. 

MR. LOWE: Thank you, your Honor. 

Counsel for the defendants, ladies and 
gentlemen of the jury: 

This is a case about corruption, corruption 
in one of the most important institutions of the United 
States — the press. An institution that is so im¬ 
portant that it*a very right to exist is protected by 
the United States Constitution. 

In this case you will learn how one man, 
a man named Eric Aiken abused the constitutional privi¬ 
lege he enjoyed as a member of the free press by 
accepting a $15,000 bribe from tne defendants in this 
case, Thomas Zammas and William Rodman, in return 
for writing and publishing a favorable article kno**n 

i 

as Power Conversion, Inc. 

Back in September of 1972 Mr. Aiken was the 
editor of a section of the Value Line Investment Survey 
known as Selection and Opinion. That is a magazine 
which publishes, among other things, nuptx>sedly 
objective, unbiased, expert opinions on the worth of 
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As the editor, Mr. Aiken was the final 
authority on what got published and what was said 
about any particular stock. 

At this same time the defendants who are 
on trial before you, Mr. Zammas and Mr. Rodman, were 
trying to promote this stock. Power Conversion, they 
were trying to encourage the investing public to buy 

it and they were dealing pretty extensively in the stock 
themselves. 

In order for you to understand the nature 
of the fraud which is the core of this case, let me 
give you an example based on something that may be more 
familiar to a lot of you and something as seemingly eso- 
teric as investment advisory service. 

Some of you must be familiar with the publication 
called consumer Reports. That is a magazine that pub¬ 
lishes comparisons among various brand names of the same 
product and comes up with recommendations as to which 
is better than the other. 

Suppose, for example, you wanted to buy an 
air conditioner. Unless you are an expert on air 
conditioners, you are likely to go to this magazine and 
look up their section on air conditioners and see whether 
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their expert staff thinks that General Electric is 
better than Carrier, or Feddera or some other brand. 

' As a consumer you would be relying on the 
expertise and the independence and the objecttivity 
of the staff of the Consumer Reports’ publication. 

MR. EHTIN: L'our Honor, the purpose of 

the opening I believe is to establish what the govern¬ 
ment intends to prove. I siggest this is improper 
opening. 

THE COURT: I believe Mr. Lowe is explaining 

to the jury what an investment publication of this 
nature is for the benefit of lay members of the jury, 
as to what an investment publication is. He can 

i 

tell them that. 

MR. ENTIN: Your Honor, he is talking about 

consumer repoits. 

THE COURT: He is giving them an analogy 

and he is permitted to explain to the jury what an invest¬ 
ment publication or counseling publication is. That 

is something which is not generally known. 

All right, proceed. , 

MR. LOWE: Thank you, your Honor. 

When you look up the air conditioning in 
the Consumer Reports you are relying on what they say 
to help you form an educated judgment as to what air 
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conditioner you should buy. And that is the kind 

of advice you can't get by looking at the adver¬ 
tisements, because they are put out by the people who 
are trying to sell the air conditioners and are trying 
to put it in the best possible light. 

An investment advisory service, like Value 
Line, is in many ways like Consumer Reports. An inves¬ 
tor who is deciding when to buy a particular stock is 
really in a different position. Sometimes you can 
go to the store and get the air conditioners and some¬ 
times even try it out. But a stock certificate is 
a piece of paper. You can't really inspect it, you 

can't try it out. In order to make a judgment whether 

to buy a particular stock the investor must rely on 
various materials that are published about the company 
that issues the stock, about its business, it's financial 
condition. Most of the material that is available to 
the public generally is published by the company it¬ 
self. Sometimes an investment advisory service, 
whose business is to go out and examine particular securi¬ 
ties and write about them for the benefit of the investing 
public, will decide to write about a particular stock 
and people who regularly invest in stocks will read 
these things and use the supposedly objective, unbiased 











opinion of the experts who work for the investne-i ad¬ 
visory service to help them decide, whether they should 
buy a particular stock. 

He is relying not just on their expertise 
but also on their integrity, their objectivity, on their 
independence, and he is paying for it because he pays 
t. subscribe to the service. 

When the man who edits and writes and 
publishes an article about a particular stock, in this 
case Power Conversion, and does so after having been 
promised $15,000 by people who are interested in selling 
stock, the people who subscribe to the service are de- 
frauded because they are not getting the kind of objective 
opinion they are paying for. 

It is just as much a fraud as if General 
Electric paid off Consumer Reports to report on their 
air conditioner favorably. The public is deceived 
because they are being led to believe they are getting 
something other than what they are really getting. 

That's what this case is abou. t 

An opening statement »uch as the one I am 
making to you right now is somewhat like the picture 
on the cover of a jigsaw puzzle box. Tha picture on 
the box, when you dump out all the little pieces, you 
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have some sort of a guide to tell you how to put the 
pieces together properly. 

In most cases and in this one it's really 
impossible for one witness alone to tell the entire 
story of what happened. The whole story has to be 
pieced together just like a jig3aw puzzle, from the 
testimony of many witnesses and various documents that 
you will get to see later or.. 

The purpose of the opening statement, 
just like the picture on the puzzle box, is to help 
you put those pieces together as you see them. 

The government will prove during the course 
of this trial that these defendants, William Rodman and 
Thomas Zammas, during the summer of 1972 and on into 
the fall, were promoting the stock of Power Conversion 
for sale to the public. The evidence will show that 
in order to assist these promotional efforts they were 
engaged in, Mr. Zammas contacted a friend of his by the 
name of Stanley Perlmutter. 

Stanley Perlmutter, among other thir^-’, was a 
friend of Eric Aiken. Eric Aiken, you will learn as 
the trial progresses, had a history of doing this. 

You will learn |>ower conversation was not the first stock 
lie wrote up for a bribe, nor was it the last. Stanley 
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Perimutter also had a history. Stanley,being a friend 

of Mr. Aiken, from time to time would have people 
approach him for the very purpose f going to Mr. Aiken 
and asking him would he be willing in this particular 
instance to take a bribe to writ** up a particular 
stock. Mr. Perlmutter of course didn’t do this for 
free; he took a piece of the action, he shared the 

briqes with Mr. Aiken. 

Well, as was his usual habit, after Mr. 
Zammas spoke to Mr. Perlmutter, Perlmutter contacted 
Aiken, told him Mr. Zammas had a proposition for him, 
that he was willing to pay him some money to do a 
writeup about Power Conversion stock. 

Aiken, you will learn, , initially refused 
to do the deal. Eventually Perlmutter, and perhaps 
his own greed, prevailed upon nim and he at least 
agreed to meet with Mr. Zammas to discuss whether 
or not the deal would be done. So a meeting was 
arranged for an evening in September of 1972, took 

;lace at a restaurant here in Manhattan on East 41st 

\ 

Street called La Fortuna, not very far from the office 
of the Value Line publication where Mr, Aiken worked. 
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The evidence will show that at that meeting, which 


was attended by Mr. Aiken and Mr. Perlinutter and the 


defendant here, Mr. Zammas, Zammas offered Aiken $15,00 


in cash, plus sort of an option deal on about 20,000 


shares of Power Conversion stock in return for Aiken pub¬ 


lishing an article about Power Conversion in the Value 


Line publication, of which he was the editor. 


There was some discussion about whether or not 


the deal should be done and after Zammas offered Mr. Aiken 


some guar ntees that he would indeed be paid when the 


article was published, be paid the bribe, that is, Aiken 


agreed to publish an article. 


Part of the g-arantee that Mr. Zammas offered 


involved some money up front, as they say. So after 


dinner that night and after Mr. Perlmutter had left, Zammas 


and Aiken went to an apartment at 35th Street and Lexington 


Avenue in Manhattan. 


At the apartment Zammas gave Aiken the first 


installment of the bribe, $1000 in cash in $100 bills. 


Zammas also gave Mr. Aiken three stock certificates repre¬ 


senting a total of 800 shares of Power Conversion stock. 


These stock certificates it was understood were to be 


held by Mr. Aiken as security for the payment of the remain] 


ing $14,000 of the bribe. 


• N f 
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All that means is that if he didn't get paid he 
could sell the stock and get his money that way. 

So Mr. Aiken wrote the article and he got 
it published in the September 29, 1972 issue of Selection 
and Opinion. When copies of the article were ready, Mr. 
Zammas and Mr. Aiken had a telephone conversation in 
which Aiken reported that the job was done and they agreed 
to meet for the final cash payment. 

The evidence will show that on '•.he night of 
of September 28, 1972, Mr. Aiken and his fiance, who 
is now h?s wife, Mr. Zammas and a lady bythe name of 

I 

Palumbo, who is also known by the nickname "Dusty," met 
at the Ground Floor Cafe in the CBS building on 
52nd Mtreet here in Manhattan. 

I guess they ordered something to eat and made 
some small talk for a while and after some time had passed, 
Aiken and Mr.Zammas excused themselves from the table and 
went to the men's room. 

In the men's room they sort of exchanged envelc 
Mr.Zammas gave Mr. Aiken an envelope with $14,000 in cash 
in it and Mr. Aiken gave Mr.Zammas an envelope with 
several copies of the a: ■ cle that he had juat published. 

Then there wac some further conversation in 
which Mr. Zammas attempted to get Mr. Aiken to use 
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whatever influence he had tc help him find a place to sell 
off temporarily some 25,000 shares of Power Conversion stock. 

WhileZarnmas and Aiken were meeting at that 
restaurant, ladies and gentlemen, copies of Selection and 
Opinion were being mailed out to over 42,000 subscribers 
to that publication, who of coui.se were not told that the 
article which recommended the purchase of Power Conversion 
stock had been bought and paid for. They were defrauded, 
therefore; they bought and paid for an independent, 
unbiased, objective opinion of the worth of that stock 
and what they got was a paid for advertisement. 

I 

They were not the only ones who were defrauded; 
so were the owners of the Value Line publication. These 
people who sell this publication and who also engage in 
the management of mutual funds have very little to sell 
other than their expertise and their reputation. 

When one of their employees takes a bribe to 

tout a stock in their publication, they are being defrauded 

♦ • 

because they are being hurt in one of the few things 
they have to i,ell and that is their reputation. 

The mailing that I referred to of the article 

% 

to the subscribers is the basis for Federal jurisdiction 
in this case.' That is why we call the first set of 
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charges mail fraud and that is why the second set of 
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charges, which involves a violation of the Securities Laws, 
requires in it that in some way the mails be used because 
that is a necessary element for Federal jurisdiction. 

Apart from a few details which you will hear 
as the case progresses, that is pretty much the story 
of what happened out front and at this point you may, 
or perhaps even more than may, are probably asking yourselves 
what about WilliamRodman, what is he doing here? 

Obviously Rodman was not the front man for this 
deal. Nevertheless, the evidence will show that he was 
very much involved. At the time these events took place 

I 

Mr. Rodman was what is known as a trader, a man who sits 
at the telephone and buys and sells stock. He was a trader 
for the brokerage firm known as C.I. Oren & Company and 
that firm, through Mr. Rodman, was making a market in Power 
Conv«'.::sion stock. 

That was a term in the securities industry, 
ladies and gentlemen, which you will learn means that they 
were holding themselves out as buyers and sellers of Power 
Conversion stock, advertising themselves as willing to 
buy at a particular price, willing to sell at a particular 
price, and in general conducting a market, dealing in the 

stock. 

The evidence will also show Mr. Rodman was 


I 
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working very closely with Mr. Zammas in promoting this 
stock. 

WhileZammas was out in front negotiating the 
deal with Mr. Aiken, he was also reporting to his partner 
Rodman backstage. 

A witness will testify that while he was in the 
same apartment at 35th Street and Lexington Avenue, where 
you will learn the initial down payment on the bribe 
was made, he heard Mr.Zammas and Mr. Rodman discussing 
paying Mr. Aiken money for publishing the article about 
Power Conversion. 

You will see that the stock certificates Mr. 
Zammas delivered to Mr. Aiken as the security for the 
payment of the bribe were registered in the name of William 
Rodman as custodian and on the back there is William Rodman 
signature. 

In addition, several witnesses will testify 
that Mr. Rodman told them that he had paid money to get tha< 
article published. 

Finally, you will learn that Mr. Rodman 
used the article as a tool in an attempt to persuade someon< 

i 

t 

to purchase a substantial number of shares of Power 

/ 

Conversion stock and that is what Rodman is doing here. 


The evidence will show that although he played 
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a less active role, he was very much involved. 

Before I conclude these opening remarks, I 
want to say one thing to you about the witnesses you are 
going to hear. Many of the witnesses that the Government 
will call in this case are themselves crooks. They are 
people who were involved in the crime charged in this case 
or involved in other fraudulent criminal activity in the 
securities industry. These people, you will learn, have 
made agreements with the Government of the United States, 
agreements whereby in return for their coming forward 
and tellint the truth, the Government has agreed to limit 
the prosecution of their crimes. 

You may not like these people and„you certainly 
wouldn't want them to be held up as models for your children 
to model their lives on, but when you consider their testi¬ 
mony, consider the fact that the kind of crime charged 
in this case, fraud, is not committed by nice people.. 

Con artists do not perpetrate their frauds out on center 
stage, in a spotlight for all around to see. 

MR. BERGER: Your Honor, I feel at this point 

that this is not a proper opening statement, going into 
the reason the Government uses certain types of witnesses. 


This is appropriate for closing argument. 
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THE COURT: Well, I *:hink the Government can 
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tell the jury that certain witnesses have agreed to testify 
for the Government in exchange for consideration. If 
that is what you are doing, Mr. Lowe, that is permissible, 

but let's not extend it. 

MR. LOWE: Certainly, your Honor. Keep in 

mind that the only people who know what happened in a 
fraudulent scheme are people who are crooks themselves. 

I urge you to pay particularly careful attention 
to all of the evidence that comes in in this case. It is 
all very important, as, is the case itself a very important 

case, for everyone who is involved. 

When the evidence is all in, hopefully some 
time next week, I am sure that you will be satisfied beyond 
a reasonable doubt that both of these defendants are guilty 

as they are charged. 

Thank you. 

THE COURT: Thank you, Mr. Lowe. 

fc- 

Does either defense counsel care to make an 

opening statement a; this time? 

MR. BERGER: The defendant Rodman reserves its 

opening statement. 

MR. ENTIN: Defendant Zammas reserves opening 


statement. 


t. LOWE: Your Honor, might we approach the 


« 














bench to get an elaboration of that announcement? 


THE COURT: Yes. 

(At the side bar.) 

MR. LOWE: As I understand the rules, the 
defendants may make an opening statement at this time. If 
they choose not to do so, they waive it. I don't under¬ 
stand the rules to permit them to reserve it to be made at 
a later time. 

MR.BERGER: I understand the rule to be that we 

may reserve our opening argument due to the fact that as 
the defense has no burden of proof whatsoever, at this 

I 

stage of the proceeding it doesn't have to show what it 
intends to prove, but after the Government puts its case in 
it may be obligated to come forth with some proof and until 
that point arises there is no burden on the defense to 
make an opening statement. The opening statement, there¬ 
fore, is not waived. 

THE COURT: The Court will permit the 

defendcnt^ to make their opening statement after the Govern¬ 
ment's case is in. 

(In open court.) 

THE COURT: The Government may commence by 

calling its first witness. 

MR. LOWE: The Government calls Stanley Permutter. 
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Q And where did you work? 

A Continental Securities in Philadelphia. 

q What was Continental Securities? 

A An over-the-counter brokerage house. 

q Can you tell us what is a registered represent¬ 

ative? 

A A registered representative is one who buys and 

sells stocks for his customers and also does basically 
other functions that his firm may ask him to do such 

as underwritings or whatever. 

q Mr. Perlmutter, have you entered into an agree¬ 

ment with the United States Government, particularly 
with the United States Attorneys for the Southern District 
of New York in connection with your testimony here today? 

A Yes, I have. 

q I am showing you Government Exhibit 5A for 

identification. Can you identify that document? 

A It is the agreement that I have with the Govern 


ment. 


Does that contain your signature? 
Yes, it does. 


Can you 


identify the other signatures on the 


document? 


John Lowe, which would be you, and my attorney, 


viirrwMW nicTBirr rontr .ppo.tmc ii« rn'" TUn "“ 
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MartinGarbus. 


59 


MR. LOWE: The Government offers Exhibit 5A, 

in evidence. 


THE COURT: Any objection to that exhibit? 

MR. ENTIN: None from defendant Zammas, your 

Honor. 


MR. BERGER: None from defendant Rodman, your 

Honor. 

THE COURT: let it be received. 

(Government Exhibit 5A was received in 
evidence.) 

I 

MR. LOWE: Your Honor, I would like to read 

portions of it to the jury, if I may. 

THE COURT: All right. 

MR. BERGER: Your Honor, we object to the 

reading of the exhibit to the jury. The jury has a right 
to see the entire exhibit. If Mr. Lowe wishes to pass it 
around. Otherwise, I believe the witness should testify 
withregard to what he believes his deal was. I think it 
would be highly prejudicial to read parts of the exhibit 
to the jury at this time. 

THE COURT: Overruled. 

MR. LOWE: The caption, ladies and gentlemen, 

is "Memorandum of Agreement," dated July 17, 1975, and 


VlUTIII.RN DISIKII I I.OIIRI KHI’ORIIRS. IIS I.OIIK I III IIISI' 








88a 


60 


hpb-3 Perlmutter-direct 

bears the various signatures you have heard about. 

(Mr. Lowe read to the jury from Government 
Exhibit 5A in evidence.) 

That is all, Mr. Berger. 

MR. BERGER: Thank you. Your Honor, at this 
time I would request an instruction to the jury that al¬ 
though this exhibit is in evidence, it is not evidence 
against any of the defendants inthis case; it is strictly 
the agreement between the Government and the witness 
Mr. Perlmutter, but it is not to be considered as evidence 
in this case, any of the statements or admissions made 
by Mr. Permutter in that document shall not be considered 
evidence against any of the defendants on trial today. 

THE COURT: Yes. The witness is here to testi 
fy with respect to any involvement with these defendants 
and the document which has been read, ladies and gentlemen, 
is his understanding with the Government as to what will 
be done with respect to any criminal activity in which he, 

the witness, has been involved. 

MR. LOWE: May I continue, your Honor. 

THE COURT: Yes, you may. 

BY MR. LOWE: 

q Do you know the defendant in this case, Thomas 


Zammas? 
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A Yes, I do. 

Q Do you see him here in court? 

A Yes, I do. 

Q Would you point him out for the record, please? 

A He is directly to your left on the end of the 

table. 

MR. LOWE* Mr. Entin, do you acknowledge this 
man has identified your client? 

MR. ENTIN: I think the record speaks for 

itself. I am under no obligation — 

THE COURT: It is customary as the U. S. 
Attorney suggests that defense counsel, for the record the 
defendant has been identified properly. 

MR. ENTIN: We will concede that identifica¬ 
tion. 

Q Where and when did you first meet Mr.Zammas? 

A I met Thomas Zammas when I was working with 

Executivies Securities approximately 19171. 

Q Did you thereafter from time to time do businesi 

with him? 

A Yes. He bought and sold stocks through my 

company and I yas the broker. 

0 Do you know the defendant in this case, William 

Rodman? 
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A Yes, I do. 

Q Do you see him in the courtroom? 

A Yes. 

MR. BERGER: Identification is conceded. 

MR. LOWE: Thank you, Mr.Berger. 

Q When and where did you first meet Mr. Rodman? 

A I met Mr. Rodman at his office at Pohs Levy. 

That would have been some time in the spring of 1972. 

Q Mr. Permutter, you have a tendency to drop your 

voice as you get to the end of your statement. Keep it 
up all the time, because all the people back here have 
to hear what you are saying. 

How did you come to meet Mr. Rodman on this 

occasion you have just described? 

A I was looking for Tommy Zammas. 

Q What did you do? 

A I went to Billy Rodman and told him it was very 

important that I get a hold of Tom Zammas and that was the 
meeting. 

Q Did you thereafter get a hold of Tom Zammas? 

A Tom Zammas called me within approximately 

the next day, the next 24 hours. 

Q Did there come a time when you had a conversa¬ 
tion with Mr. Zammas regarding a stock known as Power 
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2 

Conversion, Inc? 


3 

A Yes. 


4 

Q Would you tell us when and where that conversa¬ 


5 

tion took place? 

• 

6 

A It was at the offices of Pohs Levy in the confe 

1*- 

1 

ence room, again about the spring of '72. 


8 

Q Who was present during the conversation? 


9 

A Tom Zammas and myself. 


10 

Q What was the conversation, what did Mr. Zammas 


1 

say to you and what did you say to him? 


12 

A Tom Zammas said to me, "We have a very good 


13 

situation here in Power Conversion and do you think Eric 


14 

Aiken would do a writeup." 


15 

That's approximately what the conversation was. 


16 

Q What did you say? 


17 

A My answer to him was that knowing the backgrounc 


18 

between Tom Zammas and Eric Aiken, that I didn't think 


19 

Eric would touch it at all, but I — 


20 

THE COURT: Excuse me, will counsel approach 


21 

the bench. 


22 

(At the side bar.) 


23 

THE COURT: I have this request for instructionn 

» 


24 

which you drew up, Mr.Berger. I assume that it relates to 


25 

the testimony that the witness is now giving. 
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MR. BERGER: Yes, your Honor. 

THE COURT: As to certain conversations. Now, 
this wording or this proposed instruction is so worded 
that I don't think the jury would get it, so I an going 
to give it to them in my own words, that the testimony 
of the witness Perlmutter is taken subject to connection 
and the Court is receiving it subject to evidence which the 
Court will determine later as sufficient to connect these 
defendants with this testimony. 

MR. LOWE: With regard to this conversation, 
your Honor, it is direct evidence as far as Mr.Zammas is 


13 

concerned , of course. 

14 

THE COURT: Mr. Zammas was present, not Mr. 

15 

Rodman. 

16 

MR. LOWE: That is correct. 

17 

THE COURT: I gather he was about to go 

18 

into this area. 

19 

MR. LOWE: Actually there will be no mention 

20 

of Mr. Rodman as far as these conversations are concerned. 

21 

During Mr. Perlmutter's testimony he doesn't become the 

22 

subject of conversation until Mr.Aiken takes the stand. 

23 

but the evidence offered now is offered subject to co- 

24 

nection as to Mr. Rodman, because it is part of the overall 

25 

schema. 
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Mr. Rodman obviously wasn't there and this is 
offered subject to connection. Perhaps subject to 
connection instruction would be appropriate at this time. 

I certainly have no objection to it being 

given. 

THE COURT: Do you want to wait until an appro¬ 
priate question and make the objection, and I will instruct 

the jury? 

MR. BERGER: Yes, your Honor. I would also 
like the jury instructed that the evidence is offered solely 
as to a particular defendant, but that at a certain time 
if the Court decides to or determines certain facts exist, 
the Court will instruct the jury to consider that evidence 
as to other defendants, but up until that time they are not 
to consider the evidence as to any defendant that was not 

present at the conversation. 

THE COURT: All right, words to that effect. 

(In open court.) 
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THE COURT: You may proceed. 

MR. LOWE: Thank you, your Honor. 

BY MR. LOWE: 

0 Mr. Perlmutter, you were in the middle of 
the conversation. I believe you had told us what you 
said to Mr. Zammas. Had you finished that part of 
it? 

A I believe so, but I will repeat it. I said 
I didn't think Eric would do anything with Tommy because 
of some problems they had in the past. 

Q What did Mr. Zammas say to that? 

A I don't remember if he mentioned specific 

amounts of money but he said it will certainly be 
worth his while, or he might have mentioned the sum 
of money. I'm not certain if it came up at that time. 

And I agreed to mention it to Eric Aiken. 

THE COURT: Please try to keep your voice 

up. 

THE WITNESS: I'm sorry, your Honor. 

Q Try to make sure that someone behind roe can 
hear you, Mr. Perlmutter, and then all the people who 
have to hear you will be able to. 

What did you do after this conversation with 


25 


Mr. Zammas? 
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A I spoke to Eric Aiken and I told him that 
Tommy Zammas approached me with getting the idea of a 
writeup in Value Line for Power Conversion and Eric 
Aiken's almost immediate reaction is, "I don't want to 
have anything to do with it," 

MR, ENT III: Objection, your Honor. At 

this point, your Honor, this would call for limiting 
instructions. 

THE COURT: Ladies and gentlemen, during 

the course of the testimony of this witness he will be 
testifying as to conversations he had directly with a 
particular defendant and those conversations are admissible 
in evidence because the defendant was present. And 
if a second defendant was present when the statement 
was made, those statements made by the first defendant, 
testified to by this witness, would also be admissible. 

We have a problem in the criminal law, and 
m other cases, with respect to statements made out of 
the presence of a defendant, when he is not present, 
and those are called hearsay statements. If the 
witness comes into court and tells us something that 
was said to him when the defendant was not present 
or did not authorize the statement, that is. 


We are going to have a number of such 
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statements in this particular testimony. The 
court is going to take that testimony subject to connec¬ 
tion, which means that at some point, perhaps at the 
end of the government's case, the court has a duty to 
determine whether, quite aside from any hearsay state¬ 
ment, there is independent evidence to connect each de¬ 
fendant with the crimes charged in the indictment. 

And then I will subsequently instruct you as to whether 
you can consider these hearsay statements, that is, 
statements made out of the presence of a particular de¬ 
fendant in your deliberation. 

So as we hear these objections, please bear 
that in mind, that if there is an objection to the 
conversation that this witness is testifying to out 
of the presence of a defendant, counsel will object and 
the court's ruling will be subject to connection. 

That would mean that the court will determine later 
whether you are to consider that statement of that particu¬ 
lar defendant. 

This witness will be testifying to conver¬ 
sations he had with Mr. Zammas and Mr. Aiken and not , 

Mr. Rodman, as I understand it. So his testimony 
is being taken subject to connection also to Mr. Rodman, 
that is, subject to the court later finding that there 
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is independent evidence connecting Mr. Rodman to the 
charges, whichwould then permit you to consider these 
hearsay statements as against Mr. Rodnan, who was not 
present when they were made. 

Now, with that understanding, let's proceed. 

MR. LOWE: Thank you, your Honor. 

BY MR. LOWE: 

0 As I understand it, Mr. Perlmutter, you were 
about to tell us what Mr. Aiken said to you in response 
to what you had said to him on that occasion. 

MR. ENTIN: Your Honor, I am going to ob¬ 

ject to any statements of Mr. Aiken as hearsay. He 
is no longer a defendant in this case, and as such these 
statements cannot come in. It must come in directly 
from Mr. Aiken. 

THE COURT: Overruled. 

A Mr. Aiken's first reaction was, "I don't want 
to have anything to do with Tommy Zammas again." 

Q Did he say anything else at that time? 

A It was based on the problem they had had 

in the past at one time. 

Q Did you have occasion to speak to Mr. Aiken 
again on the subject of writing an article about power 
conversion? 
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Yes, I did. 


70 


When a nd where was the second conversa- 


With nr. Aiken it was probably over lunch 
or dinner one day when we had sat down. 

At that time — it was probably August of 
72 — there were articles coming out, very favorable 
articles on the stock Power Conversion comint out in 


over-the-counter magazines, some brokerage houses were 
recommending it and Business Week did a large writeup 
on it. 


Q What was the conversation with Mr. Aiken 
on the second occasion? what did you say to him, what 
did he say to you? 

A I asked Eric if he would reconsider doing 
a writeup on Power Conversion, basically because it seemed 
like a good situation and we can earn some money 
from it. 

Q Why don't you just continue with the conver¬ 
sation? 

A At that point Mr. Aiken said, “Well, I’ll 
look into it." 


It seems like somebody who worked for Value 
Line had a file on it and he said he will look into 
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the stock and get back to me. 

Q Did he get back to you? 

A Yes. 


When? 


A Within a day or so after that, and he asked 
me to set up a meeting with Tommy Zanmas. 

0 You are fading out again, Mr. — 

A He asked me to set up a meeting vhit Tommy 


Zammas. 

Q Did a meeting take place? 

A Yes, it did. 

Q When and where did the meeting with Mr. 
Zammas take place? 

A It would have been late August, early 
September. It was an Italian restaurant — 


1972? 


Excuse me. Are we still talking about 


Yes. It was an Italian restaurant near 


Mr. Aiken's office on the East Side. 

Q Do you remember the name of the restaurant? 

A No, I don't. 

Q Who was present at the meeting? 

A Mr. Aiken, Mr. Zammas and myself. 

0 What time of the day did the meeting take 
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place? 

A Dinnertime* 

Q Did it take place during the week or 

over the weekend? 

A A weekday. 

Q What was the conversation at the meeting 
between yourself, Mr. Zammas and Mr. Aiken? 

A Either Mr. Zammas or Mr. Aiken initially 

brought up the old situation where Mr. Aiken had claimed 
that he didn't receive moneys that he was due from Mr. 
Zammas based on an old situation. 

At that point Mr. Zammas said, "1 can 
guarartee that you will get paid on this one and the 
old situation wasn't my fault, I never got what I 
was supposed to get.“ 

The guarantee was to be put up — a thousand 
shares of Power Conversion stock was to be put up as 
collateral with Mr. Aiken. The deal was $15,000 in 

cash to be payable upon the writing of the article and 
some type of play on the profits of the thousand shares 

of stock which Mr. Aiken would be in possession of. 

» , 

Q What did Mr. Aiken say? 

A At that point he said, "When I got the stock 
in my hand, than we will go ahead." 
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Q Did you leave the restaurant that night 
alone or with Mr. Zammas and Mr. Aiken? 

A We might have walked out together, but then 
I left the two of them. 

Q You didn't go anywhere else with them 
that night? 

A No. 

Q Did you receive any money from Mr. Aiken in 
connection with this transaction? 

A Yes, I did. 

Q How much money did you actually receive? 

A $3500 in cash and I owed Mr. Aiken $4000, 
which was then forgiven. So in effect I received half 
of $15,000. 

Q And when did you receive this money? 

A Approximately a week after the writeup came 

up. 

Q During the time period August and September, 
1972, Mr. Perlmutter, did you visit the offic s of C. I. 
Oren & Company from time to time? 

A Yes, I did. 

Q What was that company at that time? 

A That was also an over-the-counter brokerage 


house. 
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Q Approximately how many times during August 
and September of 1972 did you visit the offices of 
C. I. Oren? 

A Four, five, six, seven, anyw here in that 

area. 

Q And on the times you did go there, how many 
did you see? 

A I saw Mr. Zammas, I saw fir. Rodman, and there 
were other people in the office who I really don't 
know. 

MR. BERGER: Objection, your Honor. 

It is irrelevant, immaterial, not probative to the issues 
in this case and highly prejudicial by attempting to 
show guilt by mere association. 

MR. LOWE: On the contrary, your Honor. 

One of the issues in this case is whether or not the 
defendants were dealers in stock at the time and the 
proof that I am about to elicit is part of the proof 
that they were. 

THE COURT: Overruled. 

0 What did you observe Mr. Rodman doing when 
you were there? 

A The same thing any broker-dealer would do. 

He was receiving calls, buying and selling stock, 
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checking markets. Whatever the normal broker would 

do on a given day. 

Q Was there any particular stock being dealt 
in at the times you were there? 

A They were certainly dealing in Power Con¬ 
version. 

Q What did you observe Mr. Zammas to do while 
you were at the offices of C. I. Oren? 

A Basically the same thing Mr. Rodman was doing. 
MR. LOWE: Thank you, Mr. Perlmutter. 

I have no further questions. 

THE COURT: Mr. Entin, would you care 

to cross examine this witness? 

MR. ENTIN: Yes, your Honor. 

THE COURT: Mr. Berger, did you want to 

go first? 

MR. BERGER: No, your Honor. 

THE COURT: Your client is Mr. Rodman. He 

is listed first. Do you want to cross examine first? 

MR. BERGER: Yes. I will just ask one 

or two questions. 

CROSS EXAMINATION 
BY MR. BERGER: 

Q Mr. Perlmutter, ray name is Mr. Berger. 
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You testified that when you went to the of¬ 
fice of C. I. Oren you saw Mr. Rodman doing what any 
normal broker would do, is that correct? 

A Yes. 

Q Thereafter, Mr. Lowe asked you was he dealing 
in any particular stock, and your answer to that was 
Power Conversion? 

A Yes. 

Q Isn't it a fact that Mr. Rodman was dealing 
in many different stocks and that Power Conversion 
was just one of those stocks? 

A It was one of many, but it was the predominant 
stock that I heard him talking about. 

Q How many shares of Power Conversion did you 

you actually hear Mr. Rodman buy? 

A I definitely couldn't recall the number. 

Q How many shares of Power Conversion stock 

did you actually hear Mr. Rodman ^ell? 

A Again, I couldn't give a definite number. 

Q How many brokers did you hear Mr.Rodman call 

on Power Conversion stock while you were there? 

A I couldn't tell you if they were brokers, 
but there were many calls and there were many conversations 


25 


about Power Conversion 


I don't know if they were 







I 
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clients, brokers or whoever. 

Q But there were conversations? 

A Yes. 

Q You wouldn't consider them dealings, would 

you? 

A I would, yes. 

Q Was every one of those conversations a buy? 

A Not necessarily. 

Q Was every one of those conversations an 

offer to sell? 

A Not necessarily. 

Q It was really nothing unusual in what Mr. Rod- 
man was doing while you were up there, was there? 

A Within a brokerage house, no. 

MR. BERGER: Thank you. I have no further 

questions. 
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CROSS EXAMINATION 
BY MR. ENTINj 

q Mr. Perlmutter, you indicated in your testi¬ 
mony, and Mr. Lowe was kind enough to introduce in evi¬ 
dence and read a memorandum of agreement with regard 
to yourself and with regard to several certain practices 
in the securities industry relating to yourself that 
occurred over a period of time, is that correct? 

A Yes. 

Q Was it your understanding based upoa this 

agreement that despite the number of deals in which 
you may have been involved you have received for those 
deals total immunity from prosecution? 

A NO. 

Q You have not received total immunity from 

prosecutionon those deals? 

A My understanding of this is that I only 
have received immunity, on occasions when I was involved 
with Eric Aiken in the taking of money that we shared. 

Q In this particular document I notice a very 

interesting thing. You indicate -- paragraph 3, 
that Mr. Lowe read — that you acknowledge your own 
involvement as a middleman in arranging for various 
persons to bribe Eric Aiken in return for Eric Aiken's 
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publication in an advisory service of a favorable article 
about publicly traded securities, and then three 
securities are named, and then,(d>, a group of five 
securities which are to be selected by Sidney stein 

the names of which are unknown to Perlmutter. You signed 
that? 

A Yes. 

Q And you read that? 

A Yes. 

Q Were you trying to say in this agreement 

that you made a deal to agree that you were involved 
m the sale or the bribing of Eric Aiken with five 
securities you didn't even know the name of? 

A Yes. i don't know the specific names. 

Sidney stein was to present Eric with a group of 
securities. Eric was to take Mr. — Mr. Aiken was 
to take the five securities that he thought were the 
best securities and eventually do a writeup on them. 

0 And Sidney Stein would then pay Eric Aiken, 
is that correct? 

A Sidney Stein did give me a sum of money. 

The balance would have been paid to me by Eric Aiken 
or somebody else. 

Q Didn't you ever ask him what companies thsy 
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were for? 

A I have heard a lot of names bandied about 
between Sidney Stein and Eric Aiken. I could not 
tell you which writeups were specifically on those 
stocks, no. 

0 You really don't even know what you are 
agreeing that you received money on? Is that what 

you are telling this jury? 

How many deals were you and Eric Aiken in¬ 
volved in over the period of your association? 

A Approximately four or five. 

Q Four or five, in which you were specifically 
involved, is that correct? 

A I would say so. 

Q How many in which you were inferentially 
involved, where Eric would pay you money and say, "I 
received some, here is your share"? 

A None. 

Q Were you Eric Aiken's middleman? 

A On occasion, ye3. 

Q You negotiated deals for him? 

A On occasion, yes. 

Q Did you ever act &s his bagman, pick up the 

money? 
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A Yes. 

Q \-Jho else did Aiken deal with other than Sidney 
Stein, that you know of? 

A As far as receiving money? 

0 Yes, sir. 

A ‘here were one or two securities that he 

did a writeup on for a financial public relations 
firm. 


Q Which firm, if you recall? 

A Marcon, I believe, M-a-r-c-o-n. 

0 Do you remember the name of the security in¬ 

volved there? 

A No, I don't. 

0 Do you remember any of the names which 
were bandied about as securities which Eric had done 
articles on that you received commission on? 

A I believe Associated Foods was one of them, 
which is why it was listed, and there were a group of 
others whose names 1 don't recall. 

Q Other than this problem with Eric Aiken, 
did you have any other problems while you were dealing 
as a securities dealer where you might have committed 
a crime which you have not elucidated to the jury? 


MR. LOWE: 


I object, your Honor, because 










110a 



nna Perlmutter-cross 82 

they are not the subject of any agreement or a convic¬ 
tion and they may not be inquired into at this time. 

MR. ENTIN: This man is a government wit¬ 

ness and he presented an agreement which states that 
the basis of this agreement is that this maL has told 
the truth about all his crimes and all his crimes are 
theoretically listed there. And if he committed 

crimes he didn’t tell about, he could be prosecuted. 

MR. LOWE: It doesn’t state in the agree¬ 

ment he has told everything about whatever crimes he 
committed. It states if he committed any crimes 

other than those he did with Mr. Aiken in connection 
with arranging the bribes, he will be prosecuted if the 
evidence justifias it. The document is in evidence 
and speaks for itself and I don't think Mr. Perlmutter 
should be questioned about things which in effect call 
for a legal conclusion as to whether his activities in 
the securities industry were of the nature of a criminal 
act when he has not been indicted, prosecuted or con¬ 
victed. And indeed no one even knows if he committed 


any. 

MR. ENTIN: 
as a witness — 

THE COURT: 


Mr. Lowe presented this man 


Just a moment. 


The issue 
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is whether, as you claim, the agreement includes immunity 
from prosecution for this witness for other crimes probably 
not listed in there. 

Now, the government's instruction on the 
agreement is that only those which he has set forth in 
the agreement are the subject of the agreement. That 
is, he would not be prosecuted on something he has not 
disclosed. Is that right? 

MR. LOWE; That is correct. 

I would point your Honor to the Rule 404 
of the new Federal Rules of Evidence, particularly para¬ 
graph (b) of that rule. 

(Pause.) 

MR. ENTINs Your Honor, this would be 
covered by 404(a)(3), which is the character of a wit¬ 
ness, which refers to 607, 608 and 609. 

THE COURT: Will counsel approach the bench. 

(At the side bar.) 

THE COURT: It seems to me that the applic¬ 

able rule is Rule 608, relating to the character and 
conduct of a witness. 

MR. LOWE: I agree, your Honor, and 

specifically 608(b), and I contend in connection 
therewith calls for cross examination into specific 
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instances of conduct. Mr. Engin's question is not 
into specific instances of conduct. 

MR. ENTIN: I will withdraw that question 

and go into specific instances. I will go into his 
other conduct. 

MR. LOWE: If you ask a specific question 

about "Did you do X, Y or Z," I don't object to that. 

MR. ENTIN: That will be fine with me, 

your Honor. I will withdraw the general question and 
ask specific questions. 

THE COURT: This rule, 608(b), also has 

this paragraph, which is the last paragraph: 

"The giving of testimony whether by an 
accused or by any other witness does not operate as a 
waiver of his privilege against self-incrimination 
when examined with respect to matters which relate only 
to credibioity." 

MR .ENTIN: Then I would ask the court 

to instruct him prior to my asking any further questions 
along this line as to his constitutional rights. 

I 

MR. LOWE: I request the court to do that 

out of the presence of the jury. 

MR. ENTIN: I would request the court to 


25 


do that in the presence of the jury 
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MR. LOWE: He has given indication of an 

intention to raise the Fifth, and if you want to do that — 

THE COURT: We will take our recess at 

this time. 

(In open court.) 

THE COURT: Ladies and gentlemen, at this 

time we are going to take our morning recess and that 
will be for 15 minutes. The jury is excused for 15 
minutes. 

(The jury left the courtroom.) 

MR. LOWE: Your Honor, Mr. Perlmutter's 

attorneys are in the courtroom and perhaps they would 
care to be party to this matter, since it does affect 
Mr. Perlmutter, and his attorneys might wish to advise 
him about it. 

MR. ENTIN: I object to him having conver¬ 
sation with his attorney at this time. This is not 

the grand jury and the man is under oath and I don't 
think he is entitled to any communication outside of 
direct examination and cross examination. 

THE COURT: I believe that at the side 

bar, out of the presence of the jury, you indicated, 

Mr. Entin, that you had specific instances which you 
wanted to direct the witness' attention to aside from 
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matters referred to in the agreement. 

MR. ENTIN: Yes, your Honor, I do. 

THE COURT: With respect to the rule which 

you indicated as applicable, that is. Rule 608 and, 
specifically, 608(b), the inquiry must be limited to 
matters which are probative of the witness* truthful¬ 
ness or untruthfulness. In that connection, I think 
we have to know, Mr. Entin, at this point specifically 
what those matters are. The rule provides that 
ordinarily specific instances of the conduct of a 
witness for the purpose of attacking his credibility 

other than conviction of a crime, as provided in Ruls 

/ 

609, may be done by extrinsic evidence.^ 

The rule says they may, however, in the 

/ 

discretion of the court, if probative of truthfulness 
or untruthfulness, be inquired into on cross examina¬ 
tion of the witness: 

1. Concerning his character for truthful 

ness or untruthfulness? or, 

2. Concerning the character and truthful¬ 
ness or untruthfulness of another witness as to which 
character of the witness being cross examined has 


testified. 


Initially, the court has to determine whet er 


other instances go to the witness' ability totell the truth. 


• « • />Atievunucf 
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MR. ENTIN: Yes, your Honor. I have no objec¬ 


tion to making this proffer. I would prefer to do so 
outside the presence of the witness, for purposes of »y 
cross-examination. 

THE COURT: All right, you may step into the 
witness room. 

(Witness leaves the courtroom.) 

MR. ENTIN: Initially, your Honor, we wish to 
deal with questions of massive income tax evasion. We 
want to deal with a series of securities areas where we 
don't believe we have been given the names of the stocks 
or the fact that he participated in them. 

Lastly, we wantto go into the tampering of 
customers' accounts, of an account executive at Continental 
Securities, where Mr. Perlmutter, we believe, converted 
over $100,000 in client moneys to his own use and was the 
basis of his acting as middle man for Eric Aiken, to raise 
money for the purpose of trying to put some of the money bac 
into the customer accounts, as related to Mr. Perlmutter 
by other witnesses we will produce at a later time. 


Lowe? 


THE COURT: Do you want to say something, Mr. 


MR. LOWE: Yes, your Honor. I am not sure I 


understand what Mr. Entin meant by his second proffer. 


v L 


( 
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to go into more specifically? 

* 

MR. ENTIN: In mid-1971 Mr. Perlmutter was 
working on the placement of approximately two million 
dollars in terms of an issue for Autotrain while with Exe¬ 
cutive Securities, and then, mysteriously, while Mr. 
Perlmutter was working on that placement, lo and behold, 
an article appeared in Value Line. It is not mentioned in 
there and there is a connection between Mr. Perlmutter 
and Value Line. 

MR. LOWE: Why don't you ask him whether or not 
he participated in a bribing situation on that — 


MR. ENTIN: That is what we are going to go 


into — 


MR. LOWE: That is simple. Ask the question. 

MR. ENTIN: I was asked for a proffer. That is 
a specific instance, but I have many of them. 

THE COURT: You want to ask about that 

specific instance? 

MR. ENTIN: That one and several others. 

THE COURT: That he received a bribe in connec¬ 
tion with that? 

MR. ENTIN; I will ask first whether or not 
he had a $2 million issue and what was his interest in 
Autotrain and then whether or not he paid a bribe for the 
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article and let him identify the article and either admit 
or deny it, but I think there is definitely a question 
there I can present to the jury. 

THE COURT: That is not one of the matters 
listed in the agreement? 

MR. ENTIN: No, your Honor. 

MR. LOWE: Unless it is one of the five involve!, 
and I don't believe it is, because I believe I know what 
all the articles are — I don't believe Autotrain, 
to our knowledge, was the subject of a bribe and I suppose 
that if it turned out that it were, it would be the subject, 

I suppose, of a perjury prosecution, if Mr. Perlmutter 
were to deny it. 

MR. ENTIN: Your Honor, I have many more than 

five where I believe Mr. Perlmutter was specifically in¬ 
volved and which I will deal with specifically befofe 
this court. 

THE COURT: In that case, we have the second 

matter I mentioned at the side bar, and that is that a 
witness who is in this position, as I understand the rule, 
doesn't waive his privilege against self-incrimination 
when examined with respect to matters which relate only 
to credibility. 

Now, you are offering this with respect to this 
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witness' credibility, are you not? 

MR. ENTIN: Yes, your Honor. 

THE COURT: So that he would have to be in¬ 
structed by the Court with respect to his Fifth Amendment 
rights, and your claim is that this should be done in the 
presence of the jury and the Government's contention is 
that it should be done out of the presence of the jury 
and I think the Government is right about that, although 
I will hear you if you have some authority to the contrary. 

MR. ENTIN: Your Honor, at this time I didn't 

anticipate this particular problem, and I don't have any 
authority on it at this point. 

MR. LOWE: Your Honor, I have reconsidered 

the Government's position and I guess the Government 
doesn't really object, if your Honor wishes to instruct 
Mr. Perlmutter in his constitutional rights before the 
jury, if that is the defendant's desire and the Government 
withdraws any objection previously expressed to that 

v 

practice. 

MR. ENTIN: Thank you, Mr. Lowe. It is the 

defendant's desire. 

THE COURT: Let me say this, Mr. Entin: You 
said you had a number of such instances? 

MR. ENTIN: Yes, your Honor. 
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THE COURT: How many do you have? 

MR. ENTIN: Seven, your Honor, at this time, 
and there may be others I wish to inquire into where I have 


suspicion — 

THE COURT: You say 7? 

MR. ENTIN: Yes, your Honor, and there may 
be as many as 15 or 20 when I finish going through my notes, . 

THE COURT: The Court will put a limit on 

the number of such other instances you can go into with 
respect to the witness' credibility. The witness has 
already testified as to his involvement in the instant 
crime, and his involvement in other crimes set forth in 

the Government's agreement with him. 

You can use all that in arguing to the jury 
that he should not be believed or that his credibility 
is certainly open to question in this instance. So 
that what I am doing now is placing a limit on how far you 
can go into this matter of attacking his credibility. 

If you have seven other instances, that seems to 

me sufficient and we ought not to go on with this kind 

of thing indefinitely. 

MR. ENTIN: Your Honor, I would then only 

request approximately an additional five minutes to meet with 

my client and co-counsel to determine the seven specific 
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instances we wish to pursue in depth. 

THE COURT: All right, you do that, because 
I don’t want to have this matter go on and have to 
continually rule whether these are specific instances or 
whether we are just on a fishing expedition. If you have 

something specific, list it now so that we can get on with 
the cross-examination after a brief recess. You get with 
your client and decide what specific instances you want 
to bring in. 

MR. ENTIN: Yes, your Honor. We will have 

that ready in five minutes. 

MR. BERGER: Your Honor, am I correct in 

assuming that Mr. Lowe is not to discuss what just occurred 
with the witness? 

MR. LOWE: I have no intention of speaking to 
Mr. Perlmutter while he is on cross-examination. 

THE COURT: Is his lawyer here? 

MR. GARBUS: MartinGarbus, attorney for Mr. 

Perlmutter. I would like to render whatever advice is 
required after your Honor gives the cautionary ruling to 
him and I would like to discuss it with him. I will 
•ry to be very careful not to discuss the material that 

I lave heard here. 

THE COURT: My suggestion is that you discuss 
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it with him now during this recess. 

MR. GARBUS: I shall do that, your Honor. 

THE COURT: Speak to him about his Fifth 
Amendment and I will do so again when he resumes the 
stand. 

MR. ENTIN: Your Honor, I would state my 

objection to any conversation with the witness subsequent 
to the commencement of the cross-examination. 

THE COURT: Well, the attorney is requested by 
the Court to discuss with his client or advise his client, 
rather, of his Fifth Amendment rights. He has, as I see 
it, a duty to do that. 

MR.GARBUS: Thank you, your Honor. 

THE COURT: We will recess now. 


(Recess.) 
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STANLEY PERLMUTTER resumed. 

(Jury absent.) 

THE COURT: Mr. Entin, do you have the speci¬ 

fic instances lined up now? 

MR. ENTIN: Yes, your Honcr. 

THE COURT: What are they? 

MR. ENTIN: There are approximately five or 
six. Autotrain, Building & Land, Basic Leasing, Newport 
Chemical, Magic Marker. 

THE COURT: YOu are going to ask the witness 

whether he accepted bribes — 

MR. ENTIN: Yes, or shared a beneficial interesu 
with Eric Aiken. The witness was a stock broker, your 
Honor, and in many instances his company was managing these 
companies' accounts. And, whether or not there was a 
share of money between himself and Mr. Aiken in order 
to stimulate the trading in the various stock or various 
security in which he wouldmake the commissions and 
split them. 

Along those lines, your Honor. 

THE COURT: will you bring in the witness 
and his lawyer, please. Mr. Garbus, have you had an 
opportunity to advise your client of his constitutional 


25 


rights? 
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MR. GARBUS: Yes, I have, your Honor. 

THE COURT: Now we are ready to proceed.** 

Bring in the jury. 

(Jury present.) 

THE COURT: You may proceed, Mr. Entin. 

MR. ENTIN: Thank you, your Honor. 
CROSS-EXAMINATION 
BY MR. ENTIN: 

Q Mr. Perlmutter, in 1972 were you an affiliate 
with a company by the name of Continental Securities, Inc. 

A Yes, I was. 

what was the nature of that kind of company 
and the nature of your participation with it? 

A It was an over-thecounter brokerage house 
that traded over-the-counter stocks and participated 
in undewritings. 

Q Who was your principal employer there? 

A David Greenberg. 

Q You have testified, Mr. Perlmutter, that you 
were a registered representative. Would you tell this 
jury what a registered representative is? 

A A registered representative is someone who 

buys and sells stocks and participates in underwritings 
or whatever other functions his company assigns to him. 


25 
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Q As a registered representative, you have 
handled customer accounts, d<d you not? 

A Yes, I did. 

Q And in the nature of handling customer account* 

were large sums of money placed in your safekeeping for 
the purpose of the purchase and sale of securities? 

A Yes. 

: And during the years 1971 and 1972, particular!; 

during the periods of time when you were involved with 
Continencal Securities, did you convert to your own use 
sums in excess of $100,000 from your customer accounts? 

THE COURT: With respect to the answer to that 

question, Mr. Perlmutter, the Court would like to instruct 
you that having taken the witness stand, to testify with 
respect to your involvement with this case is one thng, but 
with respect to these other matters now, about which the 
lawyer is cross-examining you, you have not, by taking the 
witness stand, waived your Fifth Amendment privilege 
against self-incrimination with respect to those matters. 

Do you understand? 

THE WITNESS: Yes, your Honor. 

THE COURT: Therefore, with respect to any 
question now put to you by Mr. Entin regarding other 


25 


matters, other than this particular case,y ou may invoke 
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your Fifth Amendment privilege if you feel that the answer 
to the question might tend to incriminate you. 

Do you understand? 

THE WITNESS: Yes, your Honor. 

A Upon advice of my attorney, I will invoke 
the Fifth Amendment privilege. 

Q I didn't hear that? 

A Upon advice of my attorney, I will invoke the 
Fifth Amendment privilege. 

Q While you were with Executive Securities, and 
I believe that was prior to the time you were with 
Continental, Mr. Perlmutter — 

. That's right. 

Q — did you also tamper with customer accounts 

there? 

A Upon advice — 

MR. BERGER: Objection, your Honor. I think 
we need s: le clarification of the verb "tamper." 

Q Wnile you were with Executive Securities did 

you go into the funds that were given to you for safekeeping 

by your customers and clients and take these funds and 
use them for yourself? 

A Upon advice of my attorney, I will invoke the 
Fifth Amendment. 
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2 

THE COURT: I will now instruct the jury 


3 

that the man who is standing is the witness' attorney, 


4 

Mr.Garbus, so the jurors will understand. 


5 

MR. GARBUS: Your Honor, may I approach the 


6 

bench? 


7 

(At the side bar.) 


8 

MR. GARBUS: I am in a somewhat difficult posi¬ 


9 

tion having rendered advice based on questions I hadn't 


10 

heard and also in a position where I could not because 


11 

of the Court's admonition discuss fully the material 


12 

that was discussed. It would probably be that if I can 


13 

have this discussion without disrupting the Court, many of 


14 

these questions could be answered because I could see the 


15 

tendency that is going to develop, in the form of these 


16 

questions, and there is a great deal of material my client 

» I 

17 

could easily answer. I think in all fairness to Mr. 

; I 

18 

Perlmutter, I think he can easily and with full honesty 


19 

deny all of these things and I hate to put him into the 


20 

position of taking the Fifth Amendment. 


21 

If they were to ask him for example did you 

; ] 

22 

rape somebody yesterday, based on the advice I gave him, he 

A 

23 

would take the Fifth Amendment privilege, because I could 


24 

not anticipate the question. I guess what I am asking for 

■ 

25 

is perhaps discussion with him with respect to each of thes< 
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questions, 


MR. BERGER: Your Honor, I was going to discusi 


in another case in which I participated a witness was 


faced with a similar situation and the way it was handled 


was, his lawyer stood alongside him and as each question 


was asked,he would look at his lawyer or briefly consult 


and either answer the question or refuse to answer it, as 


he chose, but he would in effect consult with his lawyer 


as to each question rather than given a blanket Fifth, 


because why take any risks. 


MR. GARBUS: The other problem that arises 


and again this will have to do as it goes on, is the extent t 


which -- did you steal a million dollars, opens the door. 


did you steal $10,000 from John Smith. I guess your 


Honor will be conscious of the fact in allowing him to 


say no, I didn't steal a million dollars, I am not allowing 


the waiving of the Fifth Amendment with respect to did yoir 


steal $10,000 from John Smith. 


It becomes a case by case problem. 


THE COURT: I think it would be helpful perhaps 


for you to stand next to the witness rather than get up eack 


time and as the question is put to him, you can indicate 


to him whether he should answer or not, but I thought 


what you suggested was, that you were not familiar with any 
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of those matters and therefore could not tell him — 


MR. GARBUS: I am familiar with some of them. 


Some of it is totally new to me. So, if your Honor would 


permit off the record colloquy so we won't have to go 


back into the room, I can discuss it with him for three 


minutes. 


MR. ENTIN: Your Honor, I am unalterably opposed 


to this. There are three things you do in this life by 


yourself. One is born, the second die, and the third is 


testify. 


MR. GARBUS: I hoped I would never hear this 


again, 


MR. BERGER: Your Honor — 


THE COURT: Just a moment. There are three 


lawyers talking at once. 


MR.ENTIN: The man either knows he has a 


problem and he should take the Fifth, he has been advised 


by the Court and by counsel, and he doesn't need a lawyer 


on each and every question. If he asked you was it $100,000— 


THE COURT: What we are going to do is to allow 


ten minutes for Mr.Garbus to discuss these matters with 


his client. Since you now know the names of various stocks 


involved — were you in the courtroom? 


MR. GARBUS: Yes. I can then discuss some 


/ 
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of these things. 

MR. ENTIN: Your Honor, it eliminates the ele¬ 

ment of surprise in my cross-examination. The man is 
not entitled to know any more in advance what I am going 
to ask him than I was entitled to know what Mr. Lowe's 
questions were. 

THE COURT: I am saying that his lawyer will now 
discuss with the witness those stocks which you mentioned. 
Not that you should do so. 

MR. ENTIN: But I rpoffered those to the Court 

in response to the Court's question to give the Court 
specifics. He is not entitled to know in advance to my 
asking him about any of these things. It eliminates the 
particularity of surprise and will give him a chance to 
think of a good answer back in the witness room. There is 
a difference giving a man time for reflection to an answer 
when I am trying a case in front of a jury — 

THE COURT: What the lawyer is going to do is 
go over the stocks with him and decide whether it is nec¬ 
essary for him to invoice the Fifth Amendment. Is that what 
you have in mind? 

MR. GARBUS: Yes. In other words, he had three 


particular areas, income tax evasion, and some specific 
stocks and the other manipulation of customer accounts. 
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MR. ENTINs And did he have a beneficial 
interest in certain transactions. Autotrain, among 
others. 

MR. GARBUS: I think the only stock I know 

of that you mentioned is Autotrain. I can go through 
those with him. 

MR. ENTINs I mentioned others. 

MR. BERGER: I have the list. 

MR. ENTINs For the purpose of the record 
I object to it and I think it greatly prejudices my 
effective right of cross examination by showing the 
witness in advance the areas I intend to ask questions 
and eliminating any possibility of surprise and anything 
that might affect a jury determination and it prejudices 
the situation and I object strenuously for the record. 

MR. BERGERs Your Honor, I join in this 

objection. 

(In open court.) 

THE COURT: At this time we will take another 

recess. The jury is excused. 

MR. ENTIN: The hour is after noon, your 

Honor. Would it be permissible now to take a 

luncheon recess? 


25 


THE COURT: 


We will go to lunch at 12:45 
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The jury is excused for 10 minutes. 

(The jury left the courtroom.) 

MR. ENTIN: Just for the record, your Honor, 

we would indicate the case law in the United States 
is legion on the testimony of the credibility of a 
witness. There are many times in the appellate court 
and many circuits which said in reviewing testimony the 
jury is in the best position to determine because the 
jury is the only one who had occasion to observe the 
demeanor and action while testifying. 

THE COURT: This relates to other matters, 

other than the issues on trial here. You are asking 

this man here about his involvement and we are now 
concerned with his Fifth Amendment right. The lawyer 
did not know at the time he instr -rted the witness about 
his Fifth Amendment rights specifically the s^ock or 
matters you are going into. He has suggested to me 
that perhaps, now that he knows, it' is unnecessary for 
the witness to follow his advice to just blanketly 
invoke the Fifth Amendment; some of these questions 
he may be able to answer without invoking the Fifth 
Amendment. That is the purpose of this recess. 

You give him the names of everything so we 
don’t have to stop again. 


Do you have the names? 
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MR. GARBUS: Autotrain, Building & Land, 

Basic Leasing, Newport Chemical, Magic Marker. 

MR. ENTIN: I have some additional here. 

THE COURT: Let's get it all out. 

MR. ENTIN: Mill Brothers, Basic Leasing, 

Colonial Foods, E & B Supermarket, National Module, New¬ 
port Chemical. 

MU. GARBUS: I qather, just so that I am 

clear on this, that we have four distinct areas and that 
if the witness were to answer, for example, "I never 
converted funds in excess of $100,000, that doesn't open 
the door to this variety of other stocks and other 
transactions. I am concerned about the opening of 

the door problem also. In other words, if they were 
to ask him, -Did you steal a million dollars?- and he 
said no, does that then open the door to some other 

transaction involving some of these stocks? 

THE COURT: I don't know that I follow 


that. 

MR. BERGER: I believe Mr. Garbus Is sug¬ 

gesting that he doesn't want to run into the problem 
of there having to be a ruling by the court at some point 
that Mr. I’erlmutter has waived his Fifth Amendment right, 
with respect to an area of questions. 


26 
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MR. GARBUS: I suggested that before. It 

becomes very difficult for me. 

THE COURT: That's why we have asked Mr. 

Entin to list the stock transactions or other instances 
specifically so that we don't get any broad, overall 
question like, "Did you steal a million dollars? and 
he says no. He can go into this area if he has speci¬ 
fic instances and that's what we have been on for the 
last few minutes now. These must be specific instances. 

He has now given you, as I understand it, 
the areas he is going into. One is tax evasion, 
the other is customer accounts, taking money from 

customer accounts — 

MR. ENTIN: Yes, your Honor, and also 

related to that, touting customers on stocks that he 
had a specific or beneficial interest in, and among them 
are the ones indicated to the court. He has a list 
on those. 

MR. GARBUS: In other words, those seven 

or eight stocks. 

MR. ENTIN: There were a myriad of deals 

and we will continually refer back to the seven or 
eight stocks in our cross examination of Mr. Perlmutter. 


THE COURT: 


Just a minute now 
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MR. GARBUS: That’s the problem I am con¬ 

cerned about. 

MR. ENTIN: Your Honor, there is more than 

one way a person can steal and we have reason to believe, 
of certain areas in which Mr. Perlmutter engaged, that 
we feel there was criminal conduct. I have listed 
the specific stocks where I believe I can show Mr. Perl¬ 
mutter was certainly interested. i have indicated 
what the situation was, for example, your Honor, with 
Autotrain. For me to indicate any more _ 

THE COURT: What criminal conduct 

are you indicating? 

MR. ENTIN: Violation of the Securities 

Act, violations of — well, with regard to that, conver¬ 
sion of customer accounts and — 

THE COURT: Are you going to ask him 

whether, as a matter of fact, he took money from a 
particular customer’s account, say, in such-and-such 
a year? 

That’s what I mean by specific instances 
of misconduct. 

MR. GARBUS: Your question is exactly 

what caused me to rises Did you convert funds in 
excess of $100,000? That’s the least specific question 
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I have heard and that's the question I know Mr. Perlmutter 
can easily answer. Your Honor's reason to be specific 
was being transgressed, which i3 what iny concern was. 

THE COURT: That is the problem in this 

area. You are not permitted to just generally — 

MR. ENTIN: Your Honor, with regard to 

the question that I asked, I have specific information 
that this is a statement that Mr. Perlmutter made to 
another individual that he had converted these funds 
and this is why he is working for Eric Aiken. I am 
not entitled to discovery in federal court. There 
is no way for me to make a determination as to which 
specific customer account he raided. I can only go 
by previous declarations that he did certain acts. 

MR. GARBUS: I seem to find myself in a 

position of an adversary. He has no specific infor¬ 

mation with respect to that particular question, and 
your Honor's ruling was he be specific. And what he 
says is somewhere down the line somebody is going to 
say this is what he said, and that's the cross examina¬ 
tion and that's what prompted ray question. That is 
an improper question, and to go through the charade of 
the Fifth Amendment back and forth is wrong when the 


question is that bad 
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MR. ENTIN: Your Honor, this is based upon 

a statement that he made, it is based upon a reasonable 
belief — 

THE COURT: I am saying when you put a 

question to him, ask him a specific question: "Did you 

take $10,000 from the account of Mr. X, one of your 
customers, in 1972?" That's what I mean by a 
specific instance of misconduct. You can ask him about 
that. That's all I'm trying to say. 

MR. ENTIN: May I ask him, "Did you tell 

Joe Smith that the reason you were working for Eric Aiken 
was the fact that you had taken over $100,000 out of 
customer accounts"? 

THE COURT: You can ask him that. 

Now, do you want a recess? 

MR. GARBUS: Yes, five minutes. 

THE COURT: All right, step out, please. 


(Recess.) 
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Will your Honor make inquiry 


into what I consider is taking an unusual amount of time 
to advise a personas to rights as to four or five mat¬ 


ters. 


I wanted to prevent getting into an extensive 


discussion about how possibly to evade testimony on the 


stand. It is supposed to be a simple thing to take 
the man out there and say, "Here are the particular 
matters. Did you have anything to do with them?" 

THE COURT: By my estimation, it has been 

12 minutes, and you say that is an inordinate amount 


of time? 


MR. ENTIN: Yes, ma'am. 


I gave no 


more whan six or seven stocks on which I intended to 


ask questions. 

MR. LOWE: Your Honor, I think Mr. Entin's 

basic argument is an unfortunate attack on the integrity 
of a fellow member of the bar and for that reason I feel 
called upon to protest that his argument is not well 


founded. 


Mr. Garbus is a well-recognized, well-regarded 


member of the bar of the Southern District of New York 
and I doubt very much that Mr. Garbus is sitting with 
his client planning on how to evade answering questions. 

I resent that a fellow member of the bar of 
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which I am a proud member is attacked by another member 
of the district. 


MR. ENTIN: 


I am not suggesting that. I 


suggest there is a lot of time given here to think about 
something which is denying my right of effective cross 


examination. 


THE COURT: This went only to the Fifth 

Amendment rights of this defendant and it was my 
intention to inquire at 12:30, in 15 minutes, as to whe¬ 
ther he is ready to proceed, which we will now do, 
since it is 12:30. 

MR. BERGER: Your Honor, I wonder whether 

it would be all right with the court if defense counsel 
brought the instructions to the jury in on Friday 


as we have a typing problem. 


My office is up in 


Westchester and we will be working this evening putting 
together our instructions and I couldn't possibly 
get it to my secretary until tomorrow. 

THE COURT: All right. You may have 

until Friday at 2 o'clock. Incidentally, wo are going 
to recess Friday at 2 o'clock. 

Mr. Clerk, bring in the witness. 

(Pause.) 
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PERLMUTTER 


resumed. 


THE COURT: Have you had a chance to 

speak to your client, Mr. Garbus? 

MR. GARBUS: Yes, your Honor. 

THE COURT: All right, bring in the jury. 

(Jury present.) 

THE COURT: You may proceed, Mr. Entin. 

MR. ENTIN: Thank you, your Honor. 

CROSS EXAMINATION CONTINUED 


BY MR. ENTIN: 


In 1971 what securities house were you affili¬ 


ated with? 


A Executive securities. 

Q While you were at Executive Securities did 

you have an opportunity to handle an issue or a stock 
situation known as Autotrain? 

A Upon advice of my attorney, I have decided 
to invoke the Fifth Amendment on this last question. 

0 On the grounds it might tend to incriminate 


you? 


I don't know what the legal terminology 


Q With regard to Autotrain in particular, ia 
it a fact that your company and you personally were 
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handling a $2 million position in that stock? 

MR. T.OVf’x Your Honor, I object. I 
think it is ir to continue asking questions of 

the witness c *he subject as to which counsel now 
knows the witness wilx „ake the Fifth. 

THE COURT: Yes. 

Read the answer, Mr. Reporter. 

(Answer read.) 

THE COURT: I thought he had said on is 

line of questions. 

THE WITNESS: That is what I said, your 

Honor. 

THE COURT: That is why I am suggesting 

to you to keep your voice up. I thought that is what 
you said, but he read it back and he doesn't have it 
and you say that is what you said. 

MR. ENTIN: May I ask a clarifying ques¬ 

tion, your Honor? 

THE COURT: Yes. 

Q If I were to ask you any additional questions 
with regard to any of your dealings with Autotrain, you 
would take the Fifth Amendment, is that correct? 

A Yes, I would. 

Q When did you leave Executive Securities, Mr. 
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Perlmutter? 


I am not sure of the exact date. It would 


have been several months after the Autotrain issue. 

Q While you were at Executive Securities, about 
the same time as the Autotrain issue, did a stock 
come to your attention by the name of Ricoh, R-i-c-o-h, 


Time? 


A Again , upon advice of my attorney — 

MR. ENTIN: Your Honor, that is one of 

the stocks covered in the agreement. 

THE WITNESS*. May I see that, please. 


THE COURT: 


You would like to see Govern¬ 


ment's Exhibit 5? Is that what you are asking for? 

THE WITNESS: Tnank you. 

A Your timing is incorrect. I was at Goodbody 
& Company when 1 first heard of Ricoh Time Corporation. 

Q When was that? 

A 1970, maybe early 1971. 

Q At that time did you know Eric Aiken? 

A I am not certain. I met him about that 

time, possibly before that. 

0 With Ricoh Time, did you take that particular 
issue with you in terms of your interest in it when you 
went from Goodbody to Executive Securities? 




m r 
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Yes. 


q What was the nature of your position with 
regard to Ricoh Time? 

A Initially, many of my clients invested money 

in the private placement of Ricoh Time Corporation. 
q You received commissions therefrom? 

A Absolutely not. 

q How did you profit from Ricoh Time? 

A At that point? 

0 Yes. 

A Nothing at all. 

q Did you thereafter come by a method or means 

where you would actually profit from Ricoh Time? 

A Yes. 

q What was the nature cf that profit? 

A I was to, in effect, syndicate or help syndi¬ 

cate the issue of Ricoh Time and for that earn a commis¬ 
sion from a big board brokerage house as a finder for 

the underwriting. 

q Would an article in Value Line have been 

helpful to you? 

A I would say yes. 

q Did you proceed to arrange for the publication 

of an article in Value Line? 
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A I did, but not exactly the way your question 
implies. 

Q Explain how you proceeded to handle this. 

A Basically, Eric Aiken and I were friends 

at the time. He saw the stock, he liked the stock. 

We were at that point sode some inside stock in the com¬ 
pany which couldn't be used for two years, as in any 
other underwriting. 

0 And he did an article on Ricoh Time for the 
Value Line Investment Service, is that correct? 

A Yes, he did. 

Q And you were able through this particular 
activity to net the profit that you spoke of a moment 
ago? 

A No, definitely not. We never got one 

penny because the company is bankrupt and we were not 
able to sell any of our shares until two years after 
the underwriting. 

Q What about the commissions that you referred 

to? 

A Commissions I got on a normal commission 

basis. 

Q They were helped by the article and you did 
profit, did you not? 









145a 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 


rma Perlmutter-cross 116 

A As a normal broker would, yes. 

Q How did Eric Aiken profit on this particu¬ 

lar device? 

A I don't know if he did in any other way. 
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One thing that interests me a great deal,in 


this agreement that was read to the jury and was signed 
by you, you and the Government have agreed you were a 
very minor figure in these deals. Was there anybody 
else involved in this Ricoh Time deal but you and Eric 


Aiken? 


There were many people before I even got in¬ 


volved, yes, sir. 


Aiken? 


Are you the one who made the contact with 


It might have been me or Winkler, I don't know. 
He was your principal at Executive Securities? 
Yen, and he was the one who brought the deal 


to me when I was at Goodbody. 

Q Then you came back over with it? 

A I eventually went to Executive Securities 

when Goodbody & Company went out of business. 

Q You were not really a minor figure in the 

Ricoh Time deal? It may be different from the others, 
but you were not a minor figure? 

A That is not my decision to make. 

Q That was up to Mr. Lowe, then, to call y>u a 

minor figure in that particular deal? 

A That was his decision to make. 
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Q Do you consider yourself a minor figure in 

that deal? 

A I don't know. 

Q And the agreement between you and Mr. Lowe 
is that you will not be prosecuted for what you did with 
Ricoh Time, is that correct? 

A So far as any arrangement for remunderation 
would be involved, yes. 

Q You and Mr. Winkler stayed at Executive 
Securities past 1971? 

A Mr. Winkler was eventually suspended from the 
Executive Securities. 

Q For what sort of activity? 

A I don't know. It was a SEC suspension. 

0 Where did you go? 

A To Continential Securities. 

Q During this period of time, as you went from 

Executive to Continental, was the securities market your on 
business? 

A No. 

Q What other businesses were you involved in? 

A I wrote a handicapping — I was actually the 
selector for a handicapping sheet. 

That was called Lawton's? 


Q 
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A Nc, it was called Clocker — 

• LOWE: I object to this, your Honor. 

MR. ENTIN: I will tie in the relevance with 
the next question, your Honor. 

THE COURT: All right. 

Q Isn't it a fact that Eric Aiken wrote that 
for you? 

MR. LOWE: I object to the relevance of whether 
or not Mr. Perlmutter or Mr. Aiken had anything to do 
with writing a touting sheet for the race track. It has 
nothing to do with this case. 

MR.ENTIN: May I approach the side bar? 

THE COURT: Yes. 

(At the side bar.) 

MR. ENTIN: Your Honor, Mr. Lowe submitted the 

memorandum to your Honor with regard to the testimony of 
the co-conspirators. He based it upon the agency theory. 
STanley Perlmutter was the agent of Thomas Zammas and by 
the means of this cross-examination I am trying to bring 
out that he was at all times the partner of Eric Aiken and 
the agent of Eric Aiken, and at no time an agent or partner 
of Zammas. 

MR. LOWE: I think he was both, but I don't 
think the fact that they were involved in other unrelated 
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business deals has anything to do with this case. 

MR. BERGER: It is probative value on the 



ji 

.1 


» 

I 


issue of agency. 

MR. LOWE: You can be the agent of more than 

one person at a time. The Government's position in this 
case is that all four of these people were the agent of 
each other at all times they were carrying out the plan 


of this case, which was to publish that article. 

MR. ENTIN: That is not set forth in any 
indictment or a bill of particulars. The first we ever 
heard of agency with Stanley Perlmutter he was not even 
named as an unindicted co-conspirator and I am entitled 
to go into the question of agency by which Mr. Lowe is 
going to be trying to bring in hearsay throughout the ent.ir 

trial. 

THE COURT: You want to show this witness 

was a partner of Aiken? 


MR. ENTIN: Yes, Ma'm. 

THE COURT: I will let you ask it. 

(In open court.) 

MR. ENTIN: Would you please read back the 


last question. 

(Question read.) 
A Absolutely not. 
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Q Did he ever ghost write articles for you in 

there? 

A There were no articles. The only thing that 
appeared were selections of horses that were running at 
the race track. 

Q Did he ever make selections for you? 

A I think there were two days when I was out of 

town that I had him to maybe pick some horses for me. 

That would be two days out of about 70. 

Q And he did that for you? 

A I think he did. 

Q Do you think he did or know he did? 

a I am not certain. I might have asked him 

or not, or I might have left him with sheets and said 
the two races I didn't do, if he could get the program, 
to do it for me. 

Q YOu have just testified a few moments ago with 
regard to the power Conversion situation that you met with 
Mr.Zammas in the spring of 1972, and discussed stock Power 
Conversion with him at that time and Pohs Levy. 

A Yes. 

Q By the spring, approximately what month do 
you mean? 

A May, April, maybe early June, somewhere in 
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that area. 

Q Do you remember giving certain testimony before 
the grand jury on July 13 of 1973, I would assume here in 
New York, and Mr. Lowe was the prosecutor? Do you recall 
that? 

A Yes. 

Q Page 2, three-quarters of the way down. Do 

you recall Mr. Lowe askingyou the following question: 

"Q Did there come a time when Mr.Zaimnas 
approached you with a proposition called Power Conversion, 
Inc.? 


"A Yes." 

Do you recall.that question and that answer? 
A I am sure it was asked. 

"Q Approximately when was that? 

"A Approximately a little less than a year ago, 
roughly four to six weeks before a writeup on it, I don't 
remember the exact date." 

Do you recall that question and that answer? 

A Yes, I do. 

Q Do you recall the following question from Mr. 

Lowe: 

"0 Would it be tot* tim* within^ther^esiod of 


August or September, 1972? 
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Perlmutter-cross 
That would be approximate." 

Do you recall that question and that answer? 

Yes. 3=i _ 

Do you recall the following question: 

Where did you meet Mr.Zarnmas for the first time 


on the Power Conversion situation? 

"A I am not sure. It could have been he and 
Billy, c.I. Oren, or it might have been Pohs Levy. I 
know I met him at one of the offices." 

Do you recall that answer? 


A Yes. 

THE COURT: We will recess now until two o'clock 
for lunch. The jury is excused until two o'clock. 

Please remain seated until the jurors have left. 
(Jury leaves the courtroom.) 

MR. LOWE: Your Honor, one of the transcripts, 

or portions of a transcript I gave your answer last night, 
related to this witness and the Government's position is 
that portion of the transcript which the Government 
turned over to your Honor last night is not properly 3500 

material to be turned over to the defendants. 

Some time before this witness leaves the stand 
I assume your Honor will rule on the Government's applica¬ 


tion. 
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THE COURT: Yes. 

I have not had tine to look at it. I will 
do that during the lunch hour and rule on it after that. 
Two o'clock. 

(Luncheon recess.) 
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2:10 P.M. 


ri 


THE COURT: I have had a chance to look 

at Government Exhibit 3510B for identification. The Cour f,, i 
rulingis that it is not properly 3500 material. The court 
clerk is directed to seal this document. 

Let's bring in the witness. 

(In open court; jury present.) 

STANLEY PERLMUTTER resumed. 

MR. ENTIN: Your Honor, may I approach the 




side bar? 

(At the side bar.) 

MR. ENTIN: Juror No. 9, Judge, I think, is 
reading today's New York Times and it is turned to the 
business section. On page 41 there is ana rticle about 
this case. 


THE COURT: He has it with him? 

MR. ENTIN: He has it In his hand. He is read¬ 


ing the business section. 


the Times. 


in it. 


MR. BERGER: I know there was an article in 


MR. ENTIN: Page 41. 

MR. BERGER: I don't know exactly what is 


MR. ENTIN: It says Aiken pleaded guilty, goes 
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into facts and details and mentions the name of the defend¬ 
ants and alleges certain other things. 

THE COURT: We can call him into the robing 


room. 

MR. BERGER: Before that, your Honor, I think 
we should have it understood, your Honor, and your Honor 

alone will ask any questions. 

THE COURT: All right. 

(In open court.) 

THE COURT: Juror No. 9, would you come into 


the robing room. 

(In the robing room.) 

THE COURT: What is your name? 

JUROR NO. 9: Stan Goldstein. 

THE COURT: Mr. Goldstein, do you have a copy 
of the New York Times? 


JUROR NO. 
THE COURT: 
JUROR NO. 
editorial pages. I 


9: Yes. 

WEre you reading '.t just now? 

9: Yes. I was reading the 

wasn't reading anything about this 


case. 

THE COURT: Do you have the paper with you 

in the jury box? 


25 


JUROR NO. 9: 


I am not allowed to bring the 
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THE COURT: This is a courtroom. Do youhava 


it in the jury box with you? 

JUROR NO. 9: Yes. 


THE COURT: And you have not read anything abouj 


this case? 


JUROR NO. 9: No, I haven't. 

THE COURT: You may step outside. 

JUROR NO. 9: May I ask a question? 

THE COURT: Yes. 

JUROR NO. 9: I understand whatyou are trying 

to say. I will not read the Times at all if it will 
affect my judgment. J 

THE COURT: You will recall yesterday that I 
instructed the jurors not to read any story about this case, 
I was just trying to find out if you had. Of course, if 
you haven't, that is the end of it. 

JUROR NO. 9: I haven't read anything about 


THE COURT: All right. 

(Juror No. 9 left the robing room.) 

MR. ENTIN: Your Honor, theTimes this morning 
did have a story on page 41. Maybe it wouldn't be a bad 
idea to inquire as to the rest of the jury and if they 
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did read it to disregard it. It is conceivable they 
started reading this article without knowing it involved 
this case, because the heading was "Ex-Wall Street editor 
pleads guilty." They may not have been aware that it 
involved the defendants until they got into the article. 

THE COURT: Do you want us to now quiz all 
of the jurors? 

MR. ENTIN: I amnot suggesting a quiz. You 
can ask a general question to the jury panel and instruct 
them if they read it to disregard it, or in the alternative 
not to read it when they get home. 

THE COURT: I so instructed themyesterday and 
when we recess today I will instruct them again. You 
can remind me before they leave. 

(In open court.) 

MR. ENTIN: Your Honor, may I proceed? 

THE COURT: Yes, you may. 

MR. ENTIN: Would your Honor indulge me to repent j 
the last question. , 

THE COURT: Yes. 1 

BY MR. ENTIN: 

Q Do you recall answering cert< in questions in 

the testimony you have given, to Mr. Lowe, on June 13, 1973 
A Yes. 
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Q I believe the last question I asked you w tn 
as follows: 

"Q Would it be some time within the period of 
August or September 1972? 

"A That would be approximate. 

"Q Where did you meet Nr. Zaitmas for the first tims 
on the Power Conversion situation? 

"A I am not sure. It could have been he and Billy, 
C.I. Oren & Company, jr it might have been Phs Levy. I 
know I met Tommy at one of the offices." 

A That is correct. 

Q Do you recall those questions? 

A That was my answer to the grand jury. 

Q That was your answer. 

MR. BERGER: If your Honor please, at this poip i 
I think it would be appropriate for Mr. Entin to make the 
appropriate representation where he obtained it. 

My application, your Honor, is Mr. Entin make 
the normal representation with regard to the source of the 
material which he was using to question Mr. Perlmutter. 

MR. ENTIN: It was provided by the U. S. 
Government pursuant to Rule 3500. 


25 
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THL COURT: I will explain to the jury. 

After a witness testifies for the government - the govern" 
ment is required to give to defense counsel any state" 
ment made by the witness prior to trial, and that's what 
Mr. Entin is advising you. He is questioning the 
witness now about material turned over to him by the 
government after the witness testified. 

Q Do you recall those questions and those 
answers? 

A Yes. 

Q You testified today that you met Mr. Zararoas 
in the spring of 1972, meaning June, because I prefaced 
the question. Is that what your statement is today? 

A April, May, June, somewhere in there. 

Q Is there any reason why in 1973 the first 
time you met Mr. Zaramas was August and September, and 
today the first time you met Mr. Zammas was May, April 
or June? 

A Yes, very definitely. 

Q What is the reason, sir? 

A Basically, the first time I wasn't sure of 

the dates, which is why I made an approximation, and 
in fact, I recall that the meeting was definitely at 
Pohs, Levy, and it later came to my attention that Bill 
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Rodman was no longer at Pohs Levy after May and although 
I know the sequence of events I wasn’t certain if there 
were four weeks, six weeks, eight weeks or ten weeks 
in between but I know there was a time lapse. 

Q When you had originally told Mr. Lowe in 
1973, when you were much closer to 1972, that you thought 
it was August, what you are telling me is your testimony 
there was based on your being unsure? 

^ ^ basically told him I thought there was 

a longer time lapse. 


Q From the time of that statement to the time 
of today you had an opportunity to refresh your memory, 
is that correct? 

A i had an opportunity to learn definite facts 
that Mr. Rodman was no longer at Pohs Levy after — 

Q Who told you Mr. Rodman was no longer at 
Pohs Levy after May? 

A The SEC attorney. 

Q The gentleman in the brown suit? 

A Yes. 

Q When did he tell you this? 

A At a meeting with Mr. Lowe. 

Q When was this meeting? 

A About a week ago. 
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Q To discusB your tastimony for today? 

A Basically, yes, 

Q So the key mark that you used in 1973, which 

less than seven months after the incident, was not an 
accurate key — 

A The reason for ray using the word "approximate 
in there, I remembered it was warm and I remembered at 
that time I wasn't sure where the meeting had taken place 
and the more I thought about it, I became certain the 
meeting was at Pohs Levy. 

Q Are you also sure that at the meeting at 
Pohs Levy you discussed the stock power conversion? 

A Yes. 

Q Are you sure you weren't discussing a stock 
called Bunting Stereo Systems at that time? 

A No, I know that was a stock Bill Rodman and 
Tommy Zamas were involved in. We might have discussed 
that but Power Conversion was definitely part of the 
discussion. 

MR. BERGER: Your Honor, 1 object and 

move the testimony be stricken that he knew that was 
the stock my client was involved in. I didn't ask 
the question. I shoudl not be bound by the answer, 
your Honor. 


J 
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THE COURT: You can croae examine as to 

the basis of his knowledge. 

Q Mr. Perlmutter, in your statement to Mr. 

Lowe that we referred to a moment ago, didn't you use a 
different key mark for the time of this conversaion? 

Do you remember, you testified earlier, that there had 
been a condition change in the interim from the time 
you met with Mr. Zanmas and the time you brought Mr. 
Aiken to meet with Mr. Zaramas? 

A Yes. 

Q Wasn't there another key that you had, 
something that occurred in the interim? 

A The key were articles that were now being 
published recommending the stock in various media, and 
I believe Business Week was one of the publications that 
wrote an article on the stock. 

0 Would this be in June? 

A No. That would have been very shortly 
before we had the meeting. 

Q I show you, Mr. Perlmutter, what purports 

to be — 

MR. BERGER: I will object to any identi¬ 

fication of anything until it is either in evidence or 
shown to the witness and identified by him. 
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MR. ENTIN: Certainly. No problem, Mr. 

Berger. 

Q I ask you if you can identify this. 

MR. BERGER: May we have it marked so the 

record is clear what it is? 

MR. ENTIN: Yes. 

(Defendant's Exhibit A was marked for iden¬ 
tification. ) 

Q I ask you if you recognize this, perhaps. 

A It is an article on Power Conversion. I 
couldn't tell you where it is from. It says 
"Business Week, August 12.” 

Q Is this the Business Week article that you 
were referring to? 

A If that was the only article that Business 
Week wrote, then that would be, yes. 

Q This article came out in early August of 

1973. Does that help refresh your memory, August 
the 12th? 

A Summertime. 

Q What was the time frame or the time sequence fra 

the time this article came out and you read it to the 
time you called to suggest another meeting with Tommy 
Zammas? 
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A Very truthfully, I don't think I ever read 
the article. I saw a lot of articles coming out on 

Power Conversion. I was kept abreast of the situa¬ 
tion. 

0 So you never read the article? 

A No. 

0 How were you keeping abreast of the situa¬ 
tion? 

A I ran into Tommy or saw Tom Zammas or Bill 
Rodman from time to time and they said the stock was 
doing well, the company was doing well, and I got copies 
of articles. 

0 Are you acquainted with a corporation known . 

as Colonial Foods, Inc.? 

A I believe on the advice of my attorney, I 
have been advised to invoke the Fifth Amendment. 
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Q You are taking your Fifth Amendment privi¬ 
lege again? 

A Yes. 

Q On the grounds it might tend to incriminate 

you? 

A I don’t know the grounds. I just know that 
I am taking the Fifth Amendment. 

THE COURT: Well, I explained to you 

that you could invoke your Fifth Amendment right with 
respect to any question the answer to which might tend 
to incriminate you. Do you understand? 

THE WITNESS: Yes, your Honor. 

A Based on that explanation, the answer is 

yes. 

Q Wore I to ask you any other question about 
Colonial Foods, you would invoke the same privilege? 

A Yes, I would. 

Q When did you first meet Tom Zaramas? 

A Rather than a date, I can tell you — I met 
him when I was with the Executive Securities, and I 
believe it was in ’71. 

Q On what basis did you meet him? 

A Tom Zanmas was someone who traded heavily in 
stocks, had special situations in which he bought and/or 
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Q You are taking your Fifth Amendment privi¬ 
lege again? 


A Yes. 

0 On the grounds it might tend to incriminate 


you? 


A 

I am taking 


I don't know the grounds, 
the Fifth Amendment. 


I just know that 


THE COURT: Well, I explained to you 

thut you could invoke your Fifth Amendment right with 
respect to any question the answer to which might tend 
to incriminate you. Do you understand? 

THE WITNESS: Yes, your Honor. 

A Based on that explanation, the answer is 

yes. 

Q Were I to ask you any other question about 
Colonial Foods, you would invoke the same privilege? 

A Yes, I would. 

Q When did you first meet Tom Zammas? 

A Rather than a date, I can tell you — I met 
him when I was with the Executive Securities, and I 
believe it was in *71. 

Q On what basis did you meet him? 

A Tom Zammas was someone who traded heavily in 
stocks, had special situations in which he bought and/or 
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sold stocks and I was introduced to him as a very 
knowledgeable man in the stock market. 

0 He was introduced to you as an investor? 

A Yes. 

0 You knew him prior to your introduction — 

A Trior to ray introduction I didn't know 

him. 

Q At the time of your introduction you were 
led to believe he was an investor? 

A And someone who put together deals. 

Q Mergers, acquisitions? 

A Any type like that. 

Q Tom Zammas was no stxanger to you when you had 
your first conversation with him, whether it was in April 
or August, is that correct? 

A That's correct. 

Q At. that time Erik Aiken was no stranger to 
you either? 

A That is also correct. 

Q You testified Mr. Zammas contacted you and 

asked if you could set up a meeting with Eric Aiken, 
is that correct? 

A I don't think I testified that way. 

Q What did you testify to? 
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A I think basically I answered the question, 
'Was there a time when you and Tom Zamraas had a discus¬ 


sion?' 


Who approved whom? 

I certainly didn't approach him. 


lie approached you? 


A Yes. 

0 And he asked you if you could talk to Eric 

Aiken about doing an article on Power Conversion? 

A Yes. 

Q How did Tom Zananas know to come to you to 

get the job done? 

A Tom knew I was friendly with Eric Aiken. 

0 Did he know that your friendship extended 
above and beyond mere friendship and you could get 
articles placed in Value Line magazine? 

A Not necessarily. 

Q Was it not general knowledge on the street 

that one had to go through Stanley Perlmutter to get 
an article in Value Line. 

A Absolutely not. 

Q Dut Tom Zamraas knew that? 

A Tom Zamraas came to me because he couldn't 

approach Eric Aiken directly because they had had a 


V 
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problem in the past. 

Q Then we go back to the previous question: 
how would Tom Zammas know to approach you? 

A Eric and I were friends. 

0 Based upon that friendship he merely came 
to you, not based upon any prior performance? 

A Between Tom Zammas, Eric Aiken and myself. 

Q Yes, sir. When Sidney Stein first approached 

you to do an article in Value Line, on what basis did 
he approach you? 

A Sidney Stein did not approach me. 

Q How about Hal Winkler? 

A I had a conversation with Hal Winkler and 
he said "Sidney Stein would like this done. He is 
willing to pay a sum of money." 

Q Hal Winkler acted as a further intermediary 

to deal directly with Aiken? 

A '* No, he had direct access to Eric. 

Q So he went around you — 

A I was to share in it. 

q How many other people had direct input into 

Eric to get articles in Value Line? 

A I couldn't tell you. 

0 Could there have been many? 
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MR. LOWE: Objection. 

THE COURT: Yes, sustained. 

MR. ENTIN: I withdraw the question. 

Q You testified that you don’t recall whether 
money was mentioned,or price, for a deal. Is that 
still accurate? 

A I don't remember if a specific sum of money 
was mentioned, but there was mention that everything 
will be taken care of and something will be paid. I 
don't remember if the specific amount settled on was 
mentioned at that time. 

0 Is there any reason you never mentioned .. 
this in your prior testimony? 

A I believe I did. If I didn't, it was an 

oversight. 

Q Despite the fact that that prior testimony 

was in July of 1973? You spoke to Mr. Aiken and Mr. 
Aiker, indicated to you that he wouldn't do any more 
articles with Thomas Zammas, is that correct- 

A That's correct. 

Q When did you talk to Mr. Aiken the first 
time, approximately? 

A It probably would have been within a day 
or so after I met with Tom Zammas. 
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Q Did you talk to him on the telephone? 

A Probably not. 

Q Did you meet him in person? 

A Yes. 

Q And you conveyed the posr bility of an agree¬ 

ment here? 

A Yes. 

Q And this would have been in April, May or 
June of 1972? 

A That would he correct. 

Q At that time he said he would have nothing 
to do with Tom Zammas and there was no discussion of 
the stock, is that correct? 

A No, discussion that I remember. 

Q When was the second time you spoke to him? 

A That would have been some time in August. 

Q Had Tom Zammas come again and solicited you 

to put in a word to Eric Aiken? 

A I would say no. 

Q So isn't it a fact that some time in August, 
after you heard about the Business Week article, after 
you heard about an article in D. H. Blair, after you 
heaid about an article in Appliance Masters, you decided 
this was a stock which could move and you personally 
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approached Eric Aiker again to make a deal, is that 
not correct? 

A X approached him saying, "Let's see if the 
deal is still there." 

0 You went back and approached Tom Zammas and 
said, "If he still wants an article, Eric will do it, 
but you have to pay him," is that correct? 

A No. 

Q What did you do? 

A we went through the original discussion 

again and I said, "Eric would be willing to do it but 
because of your past problem, he has to have some type 
of guarantee." 

0 So, in effect, you approached Zammas the 

second time around? 

A Yes. 

Q And he had not come back to you prior to 

that? 

A Not that I remember. 

Q You indicate that Eric told you that someone 
in Value Line had already been doing research on this 
article or this corporation? 

A Someone had a file on. 

0 Do you recall who it was? 
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A Not really* It was one of the girls in 
the office, or something. 

Q Have you ever heard the name Celia Kupfer- 

berg? 

A Yes, I have. 

0 Could Mr.Aiken have mentioned she 
was the one doing the research? 

MR. LOWE: I object to the form of that 

question. He is asking for a possibility. 

THE COURT: Yes. 

Q Did Mr. Aiken mention to you that Celia Kup- 
ferberg was the one doing the research? 

A I am not certain. 

Q You are not saying yes or no? 

A I am not certain if she was the one. I 
know someone in his organization had a file. 

Q Are you acquainted with a corporation known 

as Newport Ohenical Company? 

A Upon the advice from my attorney,I have been 
advised to invoke my Fifth Amendment rights. 

Q on the grounds that it might tend to incriminate 

you? 

A Yes. 


0 


If I were to ask you any further questions 
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about Newport Chemical Company, you would refuse to 
answer them upon the same ground, is that correct? 

A That's right. 

0 You testified that you had a meeting with 
Mr. Zanmas and Mr. Aiken some time in early September 
at a restaurant in New York, is that correct? 

A That's correct. 

Q And the name of the restaurant was, if you 
recall? 

A I don't recall. 

Q You don't recall the name of the restaurant? 

A No. 

Q Wasn't it an Italian restaurant? 

A Yes, it was. 

Q How do you remember that? 

A We had Italian food. 

Q At the time of that meeting what was dis¬ 

cussed? 

A What was discussed — 

Q Did Eric agree to do an article? 

A The end result was that Eric, if he got a 

guarantee of payment, which would be in the form of a 
thousand shares of stock guaranteeing that he would get 
paid if he did the writeup, yes, that was the end result 
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of the meeting, 


0 That was the end of your knowledge of this 
particular meeting, is it not? You left shortly there¬ 
after and went home? 

A That's right. 

Q At the time you left the restaurant had there 
been a deal made? 

A I would say yos. 

0 Did a thousand shares of stock change hands 
at the table while you were sitting there. 

A The agreement to make the deal was made but 
the deal was predicated on the thousand shares changing 


hands. 


Isn't it a fact that at that meal Mr. Aiken 


wanted to go and do research on the company? 

A He said he would look into it again, yes. 

Q Didn't he say he would not guarantee that 

any article could be published? 

A He could never guarantee any article would 
be published. Everything had to meet with approval 


by his boss. 


You mean he couldn't guarantee the publica¬ 


tion of an article? 


I don't think so. 
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Q How do you know that it had to meet the 

approval of his boss? 

A He had told me that many times. 

0 So he didn't have the final say? 

A In effect, tne way I understood it he would 

present one or two,or as many as he had, articles to 
the boss, and he usually could manage to get written 
when he wanted to, but he could always be overruled by 
the head of the firm. 

Q So there was no guarantee at that time, and 
if there was any deal, it was only based upon ultimate 
performance? 

A The entire deal was based on performance, 

yes. 

Q You testified that during the months of 
August and September you had occasion to visit the offices 
of C. I. Oren, is that correct? 

A Yes. 

0 That was a brokerage house? 

A Yes, it was. 

Q And there you say you saw Mr. Rodman and 
Mr. Zammas, is that correct? 

A Yes. 

0 Could you describe for the jury, please. 
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the physical layout of the C. I. Oren office? 

A Basically, it was kind of small for a brokerage 
office. They had several machines, Nasdec machines — 

I don't know if they were Nasdec, but they might have 
been Bunker, and there were three people, sometimes 
four, sometimes five in the back room answering phones, 
making phone calls, doing whatever had to be done. 

Q Did Mr. Rodman have an office there? 

A He was in the bnck room with the other people. 
He had one section which I assume was his. 

Q Cubicle? 

A If you had to describe it that way, it was 
a desk with a machine, plus whatever — 

Q Any partitions around it? 

A I don't think so. 

Q What was your purpose in going to C. I. Oren? 

A There were many stocks that my company was 
trading that they were trading and my office — you know, 

I was in and out of New York all the time. 

Q Was there a separate office for customers 

to sit in? 

A There was a reception area, if I remember 
correctly, there was an office for the principal of 
the company on the side, and I don't recall a separate — 
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unless you call a reception area for customers, I 
don't know — 

Q Did Mr. Zammas have a desk? 

A I would say yes. 

Q You would say yes? 

A I would say he was normally in front of a 
desk with a machine and a phone. 

Q He would be sitting at a desk and there 
was a machine there? 

A And a phone. 

Q Was there a name plate on his desk that said 
Thomas Zammas? 

A Not that I can ramembor. 

Q Did he have an office? 

A He had an office in the same respect Bill 
Rodman had an office. 

Q Was Tom Zammas holding himself out to you 
as an employee of C. I. Oren? 

A No. 

Q Did he ever hold himself as an employee of 
C. I. Oren? 

A NO. 

0 Did Bill Rodman hold himself out as an employee 


25 


of C. I. Oren? 
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A No. 

Q You never asked either of them what they 
were doing there or they worked there? 

A I assume anyone that is trading through a 
brokerage house in the back office is employed there. 

Q You assumed that? 

A Yes. 

Q You didn't know that for a fact? 

A No. 

Q You couldn't say so for a fact here today, 
could you? 

A No. I would certainly have to assume it. 

Q But you couldn't say so for a fact, is that 
correct? 

A I never saw their employment contracts, no. 

Q You say you saw Tom there and you saw him 

on the telephone, is that correct? 

A Yes. 

Q Did you stand in front of his desk? 

A Actually being in the office you were almost 

in front of everybody's desk, yes. 
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0 Was there a lot of noise and jumble? 

A A lot of conversation, yes. 

0 But you stood there and you listened so 
specifically that you heard this man buying and selling 
Power Conversion stock? 

A As I said previously, I heard many discussions 

regarding Power Conversion Corporation both with 
Tom Zammas and Bill Rodman. 

Q Where were you standing when you were listening 
to this? 

A Sometimes next to Bill Rodman, sometimes next 

to TomZammas, sometimes in themiddle of the office, which 
couldn't have been more than 12 to 15 feet wide. 

Q Did you hear him making orders or sales or did 
you hear him discussing the corporate i»? 

A I couldn't specifically say be nade an order 

or a sale but I heard him discussing the stock and again 
my impression was he was buying and selling shares. 

Q You were a customer's man? 

A Yes. 

Q A customer' s man is someone who dea.'.s with the 
public and helps in the purchase and sale of stocks — do 
you think it unusual that a person who has a large interest 
in a stock would talk about it on the telephone? 


V 
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The only unusual thing, I would say, is that 


he would be in the back office of a brokerage house. 

Q YOU never heard of a good customer or a good 

investor having immediate access to their broker? 

A Yes, I have heard that. 

q And sometimes if their broker is in the back 

room they will go in and sit near their broker? 

A I have seen customers sitting next to their 

brokers. I have never seen customers doing what I felt 

would be involved in trading. 

Q what you felt Mr. 'annas was doing, not what y.a 

knew he was doing, isn't that correct? 

A I believe that is incorrect. Unless every 

ticket Mr.Zammas was writing for his own account, then I 

believe whatyou said is incorrect. , 

Q You don't know what he was doing? 

A I can't be certain. I didn't read the name on 


the tickets. 


He could have been buying or selling for his 


_ account? 


A Conceivably. 

q Ju .t as conceivably he could have been doing 

that as anything else? 

. TO be realistic, no, but to be factual, 1 doll' 
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know. 

Q Was Mr.Zammas ever in the back office of Execu¬ 

tive Securities? 

A Yes. 

Q Did he work for Executive Securities? 

A No. 

Q Was he on the oayroll of Executive Securities? 

A Not that I know of. 

Q Did you find it unusual to have him in the 

back office of Executive Securities? 

A What I found unusual was that he seemed to have 
a pipeline into whatever Executive Securities was doing 
but I never saw him write out a ticket sitting in the 
back office of Executive Securities. 

Q What makes you assume he was doing anything 

different in the back office of C.Z. Oren than in your offic 

A When I was with Executive Securities I basicall; 

saw what went on in the back office and I never saw Mr. 
Zammas write a ticket. That also doesn't mean that he 
never did write one. 

Q Some time in late September youfound out that ai 

article was being published on Power Conversion, did you noi 

A Yes. 

q And Mr. Aiken toldy__ he was going to be pub- 
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lishing the article? 

A He told me a tentative publication date. 

Using that information, did you purchase any 
shares in Power Conversion? 

A No, I did not. 

Q Did Mr. Aiken generally give you advance in¬ 
formation of stocks he was going to write about in Value 
Line? 


A I believe I had some advance information at tim^s, 

yes. 

Q Do you recall what stocks you had advance in¬ 
formation on? 


A Could have been anything from a big board stock 
to anything he happened to be writing. 

Q Did you give your customers information based 
upon the information you received from Mr. Aiken? 

A My customers basically traded in stocks because 
my company was recommending them. 

Q Did you buy and sell stocks for your own accoun : 
based upoh the informationgiven you by Mr. Aiken? 

A On advice from my attorney, I want to take the 
Fifth Amendment on that. 

Q Are you acquainted with a corporation known 


as Basic Leasing? 
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2 

A 

On advice ofmy attorney, I am going to take 

3 

the Fifth Amendment on that. 

4 

Q 

If I were to askyou any further questions about 

5 

your dealings in Basic Leasing,you would take the same 

6 

position? 


7 

A 

Yes, I would. 

8 


MR. ENTIN: Your Honor, may I have a moment 

9 

to confer with my client? 

10 


THE COURT: Yes. 

11 


(Pause.) 

12 

Q 

Mr. Perlmutter, did you ever testify before the 

13 

SEcurities 

and Exchange Commission on the Power Conversion 

14 

question? 


15 

A 

I don't believe I was ever called . 

16 

Q 

Are you acquainted with a corporation known 

i 

17 

as Building & Land? 

18 

A 

Upon advice of my attorney, I would like to 

19 

invoke the 

Fifth Amendment. 

20 

Q 

And if I were to ask you any further questions 


on Building f» Land, you would continue to invoke the 
Fifth Amendment, is that correct? 

A Yes,I would. 

q Do you have any knowledge of a company known 
as Magic Marker? 


\ 


21 

22 

23 
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A Upon advice from my attorney, I would like to 

invoke the Fifth Amendment. 

Q In your agreement with the United States 

Government didyou tell them or tell them that you told them 
everything you knew about possible stock situations in 
which you were involved? 

A Upon my agreement with the U. S.Attorney, I 

told him everything he asked me and he wanted an answer to. 

Q He never asked you these questions and you 

never volunteered any information with regard to any of 
these other situations that you have invoked the Fifth 
Amendment on? 

A No, I believe the U. S.Attorney didn't want thi 

information so that I would — again, it is not part of my 
agreement. 

Q You believe he didn't want t~* know about any 
other crimes you may have committed? 

A No,I don't know that, I think he may have 

wanted to leave me open. 

Q Do you know anything about a corporation 

known as Hills Brothers? 

A Upon advice of my attorney, I would like to 
invoice theFifth Amendment. 

Q And if I were to ask you any further question* 
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about Hills Brothers,you would continue to invoke your 
Fifth Amendment privilege against self-incrimination? 

A That's right. 

0 Do you know Jack Silbiger? 

A The name doesn't ring a bell. 

MR. ENTIN: Your Honor, I have nothing further 

of Mr. Perlmutter. 

THE COURT: Mr. Berger, do you care to cross- 

examine? 

MR. BERGER: No, your Honor, I have no questions 
of this witness. 

THE COURT: Do you have any redirect? 

MR. LOWE: Yes,your Honor. 

REDIRECT EXAMINATION 
BY MR. LOWE: 

Q Mr. Perlmutter, just so that the jury can know 
what everyone has been talking about here, I noticed that 

f 

during your cross-examination some terms were used which 
may not be clear to everyone. 

To start with,you used the phrase "over-the- 
counter" stocks. Would you explain what that means? 

A Those are stocks that are not listed on the 
New YorkStock Exchange or the AmericanStock Exchange, which 
were traded by many houses, each of whom had their 
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individual quotes, not necessarily being the same quotes 

on the prices of the stock. 

Q Then you later on used the term "big board 

stocks." What did you mean by that? 

A The big board is the New York Stock Exchange. 

Q Those would be stocks listed on the New York 
Stock Exchange? 

A Yes. 

Q In the course of your being questioned about a 

company called Ricoh Time, you used the phrase "private 
placemei - Wouldyou explain what you mean by that? 

A A private placement occurs when a company is 
usually in its infancy or needs cash to develop to the 
point where it might be able to go public, and many of 
my customers at that point made substantial investments 

in the firm Ricoh Time Corporation. 

Normally, if the company works out, the leverage 

on their money is usually very, very good, which is why 

they would go into something like that. 

Q What is the opposite of a private placement? 

A It would be a public offering, I would think. 


q Where the stock is 

large instead of a few people, 
A Yes. 


\ 


\ 

\ 


offered to the public at 
is that right? 
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Q In the course of your cross-examination you 

testified to the fact that you observed Mr.Zammas in what 
you referred to as the backroom at C.I. Oren writing 
tickets. Would you explain what writing a ticket is in the 
securities industry? 

A Well, they are — 

MR.ENTIN: Objection. That is a fact not in 

evidence and I would like to have that response read back. 
THE COURT: It is not the testimony? 

MR. ENTIN: He never testified he saw Mr. 

Zammas write tickets. He talked about writing tickets but 
he never said he saw him writing one. 

THE COURT: You can ask him now. 

BY MR. LOWE: 

Q Did you see Mr.Zammas write tickets at C.I. Ore 

A Yes, I believe I said so before. 

Q Would you tell us vhat it means to write a 

ticket in the securities business? 

A Basically, there are two types of tickets. One 

is an order from a broker to another broker, one broker 
buying the stock to fill a customer's order. The other 
would be a ticket someone would give to a brokerage house 
for a customer of the brokerage house in order to buy 


or sell a certain amount of stock. 
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Q Is a ticket sort of an order form? 

A Yes. 

Q During the course of your cross-examination 

you exercised your Fifth Amendment privilege at least a 
half dozen times, if not more. Did you understand that 
there may be matters which you were involved in for which 
you may be prosecuted despite the agreement you have with 
the Government? 

A Very definitely, sir. 

Q As a matter of feet, Mr. Perlmutter, what were you 

told about any other matters other than your dealings with 
Aiken? 

MR. BERGER: Objection, your Honor. The 
Government has gone ahead and put ina document which says 
that there were no other oral understandings, as I recall, 
or conversations, or that that document replaced all other 
prior oral understandings — I don't recall exactly, but 
there was such a statement in it and I think that the 
document must speak for itself as to what the agreement was. 

THE COURT: You say there is such a statement 

as contained in this question in the document itself? 

MR. BERGER: I think so,your Honor. 

MR. LOWE: There is,your Honor, but there was 
also a question on cross-examination about whether or not 
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he told the United States Attorney certain things and I thi: 
that he started to answer that question, but I don't believi 
that exactly the circumstances surrounding his answer to 
.that question were brought out. 

MR. ENTIN: Your Honor, I would suggest to the 

Court that if he answers this question and goes further 
they may open the door on cross-examination and a wave 
of the Fifth Amendment privileges on recross. 

THE COURT: Well, the question is limited to 
what his understanding with the Government is regarding 
these other matters and what he told or what they dis¬ 
cussed, as I understand it. 

In view of the questions you asked the witness 
on cross'-examination, the Government can go into that. 

MR. ENTIN: I would agree with Mr. Berger that 

the agreement speaks for itself and shouldn't be expounded 
upon and I ask the Court make a ruling on that. 

THE COURT: That is not what I had in mind. I 
thought there was something in here to the effect that — 
Paragraph 6 is what I have in mind. 

MR. ENTIN: I would have to look at it, your 
Honor, and we don't have copies of the agreement. 

THE COURT: Here is the document. Is that 
right, did you have paragraph 6 in mind, Mr. Lowe? 






190a 


160 


Perlmutter-redirect 

MR. LOWE: Yes, it is paragraph 6. 

(Pause.) 

MR. ENTIN: Your Honor, paragraph 10 indicates 

as follows: "This agreement expresses" — 

THE COURT: No, no. I said that is not what 
we are talking about. We are talking about paragraph 6. 

Do you want to read it? 

MR. ENTIN: "Should evidence develop that Perl- 
mutter has admitted any violations of law other than 
participation with Aiken in arranging for or receiving 
bribes for writing favorable articles about various secur¬ 
ities, the United States Attorney may prosecute Perlmutter 
for any or all such violations but the admissions in this 
document shall not be used against Perlmutter in any 
prosecution except for perjury." 

THE COURT: That is what Mr. Lowe is about to 
ask him and you went into that on cross-examination and 
I ruled he can ask him about it, because you went into it 


on cross-examination. 








Tk 3B 


1 


hpb-1 


161 


}9\a 

Perlmutter-redirect 
recross 


BY MR. BERGER: 

Q Mr. Perlmutter, you had been asked on cross- 

examination by Mr. Entin whether or not you told the 
Government anything in some other matters that he was 
asking you about to which you were taking the Fifth Amend¬ 
ment today. If I recall correctly your response was 

no, you didn't. 

A That is correct. 

Q And that 'pu were told not to. What were 

you told specifically about that subject? 

A I was told specifically that the Government, 

if they developed evidence would prosecute me to its 
fullest capacity and not to tell than anything because it 
didn’t preclude the Government using what I told them 


against me 


MR.BERGER: I have no further questions. 


RECROS S-EXAMINATION 
BY MR. ENTIN: 

q Pursuant to paragraph 6 of that agreement, Mr. 

Perlmutter, isn’t it a fact that each and every stock which 
I asked you about and upon which you took the Fifth 
Amendment was a stock in which you were involved either 
directly or indirectly with Eric Aiken? 


) 


25 


No. 











npo-^ 


Perlmutter-recross 


Q Let's talk about the individual stocks. 

A I refuse to answer the questions on the 

individual stocks based upon my attorney's advice. 

MR. ENTIN: Your Honor, paragraph 6 of this 

agreement indicates that should evidence develop that he 
has comitted any violation of law other than participation 
with Aiken in arranging or receiving bribes, it spells out 
three stocks on top plus a list of five to be supplied 
by someone else. I want to ask him specifically 
about these stocks, whether he was involved with Eric-Aiken 
because I think it goes to the gut of the Government's 


agreement, 


THE COURT: Just a minuue. I don't know that 


I am following that. The agreement says that he has told 
the Government about certain matters in which he was 
involved with Eric Aiken. There is a paragraph 6 which 
relates to other matters about which he has not told the 
Government, andyou have asked him about those other matters 
and he has invoked his Fifth Amendment privilege as to 
those. You asked him if it wasn't a fact that as to all 
of those other matters he was involved with Aiken and he 


said no. 


MR. ENTIN: Now I am going to go into each one, 


and ask him whether he was with Aiken because on those 
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hpb-3 Perlmutter-recro8s 

2 

I believe he has inununity, as to anything he did with 

3 

Eric Aiken based on this particular document. Is that 

4 

what it says? 

5 

MR. BERGER: It does not say anything he did 

6 

with Eric Aiken. It says "any violation other than partici¬ 

7 

pation with Aiken in arranging or receiving bribes or arranc 

8 

ing favorable articles." 

9 

Not "anything." 

10 

THE COURT: With that clarification, Mr. Entin, 

11 

you may proceed. 

12 

BY MR. ENTIN: 

13 

Q Were you involved with Eric Aiken in the stock 

14 

of Autotrain? 

15 

A May I have a clarification in line with the 

r 16 

agreement? 

17 

q It is not one of the names of the stocks in the 

18 

agreement. 

19 

A I refuse to answer the question. 

20 

THE COURT: YOu haVe to complete it. 

21 

A (continuing) On the ground of the Fifth Amend' 

22 

ment. 

23 

q Were you associated with Eric Aiken with 

24 

the stock of Associated Food Stores? 

25 

A AS I told the U. S.Attorney, that is a name I 
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heard mentioned by Sidney Stain* I am not sure if it 
was one of the stocks that he selected. 

0 Were you associated with Eric Aiken with regard 

to the stock of Magic Marker? 


q Were you associated with Eric Aiken with regard 
to the stock of Newport Chemical? 

A Again, in answer to that, it might possibly 

have been one of the stocks that Sidney Stein chose, but 
I am not certain. 

q were you associated with Eric Aiken with regard 

to the stock of Building & Land? 

A As far as receiving anything, I never received 

anything for it. 

q Wereyou associated with Eric Aiken with regard 

to that stock in the article he published in Value Line? 

A I need a definition of "associated." I knew 

he was writing it up. Other than that-- 

q Other than thatyou had nothing to do with it? 

A I knew the situation. 

q And you were involved in it? 


"involved." 


That is a question again what you mean by 


MR. ENTIN: Nothing further 
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THE COURT: Is there anything further? If 
not, the witness may step down. 

Next witness. 


MR. ’ LOWE: 


The Government calls Eric 


Aiken. 

WILLIAM ERIC AIKEN, called as a witn^si 

by the Government, having been first duly svrorn, 
was examined and testified as follows: 

MR. LOWE: May I proceed,your Honor? 

THE COURT: Yes, you may. 


DIRECT EXAMINATION 


BY MR. LOWE: 


Q Mr. Aiken, how were you employed in 1972? 

A I was the executive editor of a publication 

called Selection and Opinion, which is part of the Value 
Line Investment Survey. 

Q Who was your employer? 

A Arnold Bernhard & Co. 

Q Could you tell us what the Value Line Investment 
Survey is? 


A The Value Line — 

Q Excuse me. Let me withdraw that question. 

Could you tell us what theValue Line Investment 
Survey was in 1972? 
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In 1972 the Value Line Investment Survey was 


an encyclopedic research service for investors covering 
most of the stocks that are listed on the New York Stock 


Exchange. 


In particular, could you tell the jury what 


Selection and Opinion was in 1972? 

A Selection and Opinion was an independent eight- 

page investment advisory service that was mailed with the 
bigger service, the Value Line Investment Survey. It 
incorporated stock recommendations, economic information an 
other articles and matters of interest to investors. 


What was your income from Arnold Bernhard & 


Co. in 1972? 

A Approximately $29,000. « 

q Mr. Aiken, have you pleaded guilty to a crime? 
A Yes, I have. 

q To what crime did you plead guilty? 

A Fraud. 

q In connection with what? 

A The case now pending here. Power Conversion. 

q Have you entered into an agreement with the 

Government, specifically with the United States Attorney 
relating to your testimony in this case? 

A Yes, I have. 
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Q Mr. Aiken, I am showing you a document that hasj 
been marked Government Exhibit 1A for identification. 

Would you look through it and tell us whether you can.identi¬ 
fy that document? 

A Yes, this is acopy of the agreement I signed wi^h 

you with my signature on it. 

Q Do you recognize anyother signatures on it? 

A Yes. I recognize your signature, John A. 

Lowe, and my attorney, Louis C. Pulvermacher. 

MR. LOWE: The Government offers Exhibit 1A 

in evidence. 

MR. BERGER: Your Honor, if we are given an 

opportunity to read it before cross-examination, I 
have no objection. I don't want to take the jury s time jto 

read it now. 

THE COURT: All right. Do you have copies for 
the defense counsel? 

MR. LOWE: I don't, your Honor. Unfortunately 

I left them in my office by mistake. I will get copies 
though. 

(Government's Exhibit 1A was received in 
evidence.) 

MR. LOWER: May I read it to the jury? 

MR. ENTIN: I object, your Honor. It speaks 
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THE COURT: Overruled. We have been through 


that before. 

You may proceed. 

MR. LOWE: Once again, ladies and gentlemen, 

it is headed "Memorandum of agreement." 

(Mr. Lowe read Government Exhibit 1A to 

the jury.) 

0 Do you know a man named Stanley Perlmutter? 

A Yes, I do. 


1972? 


ship? 


What was your relationship to Perlmutter in 


It was both a personal and business relationshij 
What was the nature of your business relation- 


Well, we would go into stock deals frequently 


in which I would make recoirmendations and split the 


proceeds. 


q Proceeds of what? 

A Generally they were in the nature of a bribe, 

to me, to write up the stock. 

q Did there come a time when you had a conversatic 

with Stanley Perlmutter about a company known as Power 

Conersion, Inc.? 
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Aiken-direct 
Yes, there did. 

When and where did the first of such conversa¬ 


tions take place? 


InSeptember of 1972, he called me at my office 


at Value Line. 


Q Where is your office at Value Line? 

A It is at 5 East 44th Street, in Manhattan. 

Q What did PerLmutter say to you and what did you 
say to him on that occasion? 

A Perlmutter said to me that he wanted me to 

meet with a man named Tom Zammas for the purpose of dis¬ 
cussing a writeup of the stock called Power Conversion. 

I told Perlmutter at the time that I wasn't particularly 
interested in meeting Zantnas. I hadn't seen him for a couple 
of years and the reason I wasn't interested in meeting with 
him was because I still hadn't been paid for a deal that 
we had done back in 1970. In any event — 

MR.ENTIN: Your Honor, I will object to that 

and I will ask for a side bar on that. 


25 








hpal 


170 


200a 

Aiken-direct 
THE COURT: The question has been asked 


and answered. 

MR. ENTIN: I aBk the answer be stricken. 

I need a side-bar conference. 

(At the side bar.) 

MR. ENTIN: Your Honor, this question 

and answer relates to a company called Casa Balia. The 
deal allegedly took place in 1970 or '71, allegedly. 

The violation as charged in thru particular indictment 
is a violation of 77 (q)(b), which is publishing an 
article when you have received a gratuity from a broker 
or a dealer. 


In 1970 Zciiranas was not a broker-dealer and 
I don't think Mr. Lowe is prepared to prove this, but 
I think he has to prove it before there is any allega¬ 
tion or allusion of a criminal act. It is a requisite 
necessity. He has to show Zammas was a dealer in 
'70 and '71 before he can bring this testimony out. 

THE COURT: It is a prior similar act, 

not identical. 

MR. ENTIN: It is not even similar because 


of the fact in order to commit this crime an inventor 
under that statute can pay all the bribes he wants and 
not be guilty of anything, but a dealer cannot, and Mr. 
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Lowe knows that's what the statute says. 

If I have ten shares and I want to see an 
article about it and I pay somebody $20,000, I am not 
violating that statute, and by his publishing he is not 
violating the statute. 

If he is going to bring forth prior deals 
and claim they are similar, he has to show Zammas was 
at all times a dealer. 

MR. LOWE: Your Honor, first of all, Mr. 

Entin forgets that there is more than one statute 
involved in this case. There is no requirement that 
Zammas be a dealer in order to violate the mail fraud 
statute. It is only a requirement of the specific 
securities law that it is involved. 

MR. EIJTIN: Your Honor, the mail fraud 

statute is not violated unless 77(q)(b) is violated, 
because there is no mail fraud because there is at 
that point no duty for anybody to do anything different 
unless 77 is violated first. You have no mail fraud 
on the other end. 

THE COURT: I don't follow that. 

MR. LOWE: The government's position is 

exactly to the contrary on that. In the total 

absence of the existence of 77(q)(b) it would be a mail 
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fraud to mail out an article purporting to be an in¬ 
dependent object of opinion of the stock when in fact 
it had been the result of a bribe. That would be a 
fraud on the people who received the article, whether 
there was a securities law or not. 

THE COURT: I would think so. 

MR. BERGER: Your Honor, a prior similar act 
is admissible to prove identity, knowledge, lack of 
mistake. Those issues have not been raised in this 
case. The probative effect or value is by far out¬ 

weighed by the prejudicial effect of this testimony. 

Now, if there were only one defendant in 
this case, then perhaps in the court's discretion the 
testimony might be admitted, but the admissibility of 
this testimony is strictly within the province of 
discretion of the court. 

I ask the court to take into consideration 
the fact that there is another defendant in this case 
and that there will be a very severe prejudicial wash- 
over effect onto Mr. Rodman, and because of the fact 
that the issues of identity, lack of knowledge, concept, 
intent have not been raised and are not at issue, and 
because of the prejudicial effect and because of the 
slight probative value, I believe that the court in its 
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discretion should not permit this testimony in. 

MR. LOWE: Your Honor, fir. Berger left 

out one of the ways in which a prior similar act can 
be brought in. The evidence I am offering is conver¬ 
sations which are part of the commission of the crime 
charged. The initial conversation between Perlmut- 
ter and Aiken, Aiken says, "I'm not going to do this 

deal because I don't trust Zammas because of the last 
time." 


When he gets together with Zammas he says, 
"I'm not doing the deal unless there are guarantees, 
because I didn't get paid the last time." 

ihat's why there were guarantees and they 
went to the apartment and he gave him stock up front, 
because of the prior situation. 

THE COURT: This is what you are going 

to bring out, the prior situation? 

MR. LOWE: It is all part of that. 

THE COURT: The prior situation for which 

Aiken didn't get paid relates to _ 

MR. LOWE: to Casa Bella. I don't believe 

the name of the stock is the subject of the conversa¬ 
tion. The conversation doesn't go further than it 
has already gone. The next time it comes up is at 
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the restaurant meeting when there is Perlmutter, Aiken 
and Zammas together, and basically what Aiken says is, 
"Tommy, why should I trust you now since I didn’t get 
paid the last time. I'm not doing anything now unless 
I get guarantees." 

Zammas says a few apologies and says, "I'll 
give you guarantees," et cetera. 

That conversation is an integral part of 
the planning and commission of the crime that we are 
proving in this case. 

THE COURT: You are not attempting to 

prove a prior similar act? 

MR. LOWE: Not exactly, your Honor. I 

am producing evidence that happens to relate to a prior 
similar act. 

MR. ENTIN: He has announced by the papers 

filed in the court file that he intends to produce 
evidence of the prior similar act. 

THE COURT: Mr. Lowe, I think we ought 

to clarify the record as to what you are trying to do. 

The evidence, now that I understand what it is, would 
be admissible as evidence of other crimes, wrongs or 
acts provided in Rule 404(b) of the new Federal Rules 
of Evidence, relating to other crimes and so forth. 
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That provides that such evidence is admissible for proof, 
such as motive, opportunity, intent, preparation, plan, 
knowledge, identity or absence of mistake or accident. 

So it is admissible to prove a plan on the 
part of the defendant, or preparation, knowledge. 

Plan and knowledge, I think, it would come within those 
categories. if you are offering to prove a prior 
similar act, it is admissible for that purpose. 

As to the defendant Zammas, I would have 
to give a limiting instruction to the jury. 

MR. BERGER: Your Honor, one more thing. 

After the plea bargaining agreement was finished reading 
I tried to get in my objection. i would like the 

jury to be instructed again to the effect that the 
plea bargain is not evidence ’-ainst any of the 
defendants as vou did prior. 

(In open court.) 

TIIE COURT: Ladies and gentlemen, before 

we proceed, I want to give you instructions to the 
effect of two matters. 

First, going back to Government's Exhibit 
1A, which is the agreement between the witness Mr. Aiken, 
who is now on the stand for the government, with regard 
to his understanding with the government with respect 
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to any other crimes in which he may have been involved 
and his participation in this particular crime, as I 
instructed you with respect to a similar agreement 
made between the government on a prior witness, Mr. 
Perlmutter, the statements set forth in these documents 
are not evidence or proof against the defendants who 
are now on trial. The statements contained in these 
documents relate only to an understanding which each 
witness has with the government as to its own criminal 
conduct. The witnesses are here to testify now as 

to their participation in the instant crime and to 
testify as to what they knew about the defendants on 

^ ^- s U P to you to believe the witnesses or 

not. 


The second matter that I want to bring to 
your attention is that the government is about to ask 
this witness about a prior similar matter which the 
government claims is a similar act to the one in ques¬ 
tion here participated in by the defendant Zammas and 
the witness who is now testifying. 

The government is permitted to show, if it 
^- a ^» that a defendant on trial participated in a prior 
similar act, which was wrongful, for the purpose of 
showing that the defendant had knowledge of what occurred 
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in the instant situation, or that h« k 

that he had a plan to do 

°” th£ Part ° £ the def “ dMt - — that the instant 
Charge was a part of a broader pian. 

With respect to the defendant Rodman, this 

apply to the defendant Rodman. 

BUt Wlth respect to this testimony further 

° f 3 Pri ° r Slmilar “*• * -nt to point out that 

the defendant Za^as is not on triai for that prior 

similar act of which the witness will testify. There _ 

fore, when you consider this tetn- 

testimony, you have to 

consider it only with respect to th- •„ 

Pact to the itnent or knowledge 

or possible plan on the nart- 

the part of the defendant Zammas. 

In ° ther “° rdS ' yOU -is evidence i„ . iinlted 

That is, when you consider whether he had 

knowledge of the present bribery or alleged bribery, 

ther it was a part of a broader plan on his part. 
With that understanding, the government's 
attorney may proceed to ask this witness about this 

Prior similar act which the government claims Mr. Zammas 
Participated in with this witness. 

You may proceed, Mr. Lowe. • 
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2 

MR. LOWE: Thank you, your Honor. 


3 

BY MR. LOWE: 


4 

o Before I get directly into that, Mr. Aiken, 


5 

have you told us all you member about the conversation 


6 

with Mr. Perlmutter? 


7 

A T wasn't finished with my answer. can 


8 

I get a read-back? 


9 

(Record read.) 


10 

MR. ENTIN: Your Honor, I think we are 


11 

entitled to limiting instructions outside the presence 


12 

of Mr. Zamnas. 


13 

THE COURT: well, all right. 


14 

As I instructed you earlier, ladies and gentle¬ 


15 

men of the jury, there are times when a witness testifies 


16 

as to certain statements made to him out of court at a 


17 

time when the defendant on trial was not present, and 


18 

in this instance he is about to tell us about a conver¬ 


19 

sation which he had with Mr. Perlmutter about Mr. Zammas at 


20 

a time when Mr. Zaramas was not present. 


21 

As I told you earlier, with respect to any 


22 

such testimony, the court is taking such testimony. 

j 

23 

receiving it subject to connection. That means sub¬ 


24 

ject to a later determination by the court there is 

1 

25 

sufficient other independent evidence, independent of 
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any such hearsay, to connect the defendant Zammas with 
the crimes charged in the indictment. 

You may proceed. 

BY MR. LOWE: 

0 Can you finish your answer to the question 
that has been pending? 

A Yes - In any event, Stanley Perlmutter 
told me there was a good deal of money involved and that 
Tom Zammas, working in partnership with a man named Bill 

Hodman, had the box on the stock, there wasn't a lot 
of risk. 

MR . MERGER: Objection. 

the COURT: Box on the stock? 

THE WITNESS: Control. 

MR. BERGER, At this time I request the 
court give limiting instructions in regard to Mr. Rodman 

and the testimony be stricken with regard to Mr. Rodman 
as pure hearsay. 
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THE COURTj You are referring to the last 

question and answer? 

MR. BERGER: The last question and answer. 

THE COURT: Read the last question and 

answer, please. 

(Record read.) 

THE COURT: I don't understand your objection 

now. The objection is to hearsay? 

MR. BERGER: My objection is to pure 

hearsay, yes, your Honor. There is a discussion be¬ 

tween two people and my client was not present and — 

THE COURT: Your client's name was mentioned. 

Did I hear that correctly? 

MR. BERGER: That's right, your Honor. 

THE COURT: Again, ladies and gentlemen, the 

objection is that the witness has just testified to a 
conversation he had with Perlmutter out of the presence 
of the defendant Rodman and the court again is accepting 
this testimony subject to connection. That is, 

later, the court will determine whether there is suffi¬ 
cient independent evidence to connect Mr. Rodman to these 
charges, in which case, if the court so finds, the 
court will then instruct you that you may consider this 
testimony as to Mr. Rodman, but at the moment it is taken 
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subject to connection. 


All right, you may proceed. 

0 Will you continue, Mr. Aiken, please? 

A Finally I told Perlmutter I would go to a 
meeting with Zammas. 

0 During the course of your last answer you 
mentioned the previous arrangement with Mr. Zammas. 
Would you tell the jury, first of all, when that 
arrangement took place? 

A In 1970, I think late summer, early fall. 

Q What was the nature of that arrangement? 

A The arrangement involved the recommending 
of a new issue of stock called Casa Bella Imports and 
there was a bribe involved. 

0 What was the offer that was made to you and 
by whom was it made? 

A Tom came to me with — 


MR. ENTIIJ: 


Your Honor, I object. i 


don't see that this fits into any of the criteria 

you indicated before was proper to go into a prior inci- 
dent. 

THE COURT: I don't understand your objec¬ 

tion. The witness is about to tell us about a prior 
incident? 
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MR. ENTIN: I suggest there is 

established and no connection, your Honor. 

THE COURT: Overruled. 


no predicate 


Q You may answer. 


A Thomas came to me and told me that there 
was money to be made by recommending the shares of Casa 
Bella Imports as a new issue, and I inquired, you know, 
approximately how much money, and the sum that I was 
told at that time was something over $20,000. I can 
remember the exact amount at this point. And I 
agreed to talk to the principal about doing a writeup. 

Q Did yc-u eventually do a writeup on that com¬ 
pany? 


A Yes, 1 did. 

Q Do you recall when? 

A Some time in the fall of 1970. 

0 Did you receive any of the money that had 
been promised you? 

A I got $1000. 

Q Getting back to 192*7, Mr. Aiken, subsequent 
to your conversation with Stanley Perlmutter, did you 
meet with Mr. Zamraas? 

A Yes, in a restaurant called La Fortuna, off 
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Fifth Avenue on 41st Street in New York City. 

Q I guess we are at that point. Do you see 
Mr. Zammas in the courtroom? 

A Yes, I do. 

MR. ENTIN: Concede identity. 

MR. LOWE: Thank you, Mr. Entin. 

0 When did this meeting at La Fortuna take 

place? 


A In September of 1972. 

Q Who was present? 

A I was there, Tom Zammas was there and Stan 
Perlmutter was there. 


Q What time of day was it? 

A It was after working hours. I would 

estimate the time around 5:30 p.m . 

Q Was it during the week or on a weekend? 

i 

A It was during the week. 

Q What was the conversation at La Fortuna? 
What did you say, what did Sammas say, what did Perl¬ 
mutter say? 

A Well, for the first 10 or 15 minutes we 
were there we just more or less exchanged pleasantries, 
and after that Stan said, "I think Tom would like to 
talk to you about Power Conversion, Eric." 
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I looked at Zaramas and said, "Tom, why 
should I trust you on a deal like this after what hap- 
pened on the Casa Bella deal?" 

He said, "Oh, well, the old man and his son 
really ran me through a wringer." 

I said, "But still you could have called." 

He didn't have much of an answer for that, 
out we started talking about Power Conversion, and I 
said, "Gee, • what do you want to do to the stock? 

You have it pretty high now." The stock was in the 
low 40s or high 203. And he said, "Rodman and I are 
going to take it to 120," and I said — 

MR . BERGER: Objection, your Honor. Same 

objection, hearsay ~ 

TIIE COURT: Same ruling. i have explained 

to the jury I am taking any statement made out 
of the presence of Mr. Rodman subject to connection. 

A So I said, "Okay, what's the deal?" And 

he told me, or he said it would be $15,000 in cash for 
the writeup plus an override on 20,000 shares. An 
override is — in other words, I could have gotten the 
difference between any increase in price that occurred 
between the time that the recommendation was made and 
any time. I decided to cash in chips or exercise the 
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override. 

THE COURT; You will have to explain the 
override. I didn't understand and I don't know whe¬ 
ther the jury did. You have to understand that we 
are laymen and we don't understand these terms. 

A As part of the payment, in addition to the 
$15,000 in cash, in effect they would grant Stan Perl- 
mutter and me a call on 20,000 shares. So at any 

point, assuming I went ahead with the deal, if I said, 
"Okay, now is the time I went to cash in," they would 
take the price at the time I informed them of that, 
subtract the price at which the recommendation was made 
and I would receive the difference in cash times 20,000 
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Q To help clarify it a little better, Mr. Aiken, 

you spoke of the date as on which the recommendation was 
made. What date are you referring to there? 

A The publication recommendation date. 

Q On that data the stock of Power Conversion had 
a particular market price, is that correct? 

A Yes. 


Q And your arrangement was that on some subse¬ 
quent date you would be able to say "I exercise this override" 
as you call it — 


A Always assuming that the stock went ud. 

Q And you would then receive from Mr. Zarnnas the 
amount of money representing the difference between the 
price on the day you exercised your override —— 

A Yes. 

Q and the price the stock was at on the day 

your article came out? 

A Yes. 

0 So that if the price went up, you stood to make 

money? 

A If the price went to 50, from the 39 and a frac¬ 

tion where it was issued, the override would have been 
worth approximately $10.50 per share. 

Q And this was on how many shares? 
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A 20,000 shares. 

0 And you stood to make, under your assumed set 

of facts, roughly a quarter of a million dollars? 

A In theory,yes. 

0 If that happened, if the price went up? 

A Yes. 

Q Now that we have hopefully explained that, can 

we get back now to the substance of your conversation 
during this meeting at La Fortuna. 

A I stopped around override, is that correct? 

Q Yes. 


A So I said,I told Tom that it might be a good 
idea if ne could give me some guarantees. The $15,000 in 
cash wasn't supposed to be paid until after the publication 
appeared. So he offered, or Tom told me that he could 
give me a thousand dollars in cash that evening and that 
Stan Perlmutter and I would be allowed to hold a thousand 
shares of Power Conversion stock in a street name, and I 
said that sounded pretty reasonable. He said, "I can 
give you a thousand dollars this evening and I have got 
the shares." 

So I said, "Okay, I guess we have a deal." 

THE COURT: Excuse me, Mr. Lowe. At this time 
we will take a brief recess. The jury is excused for 
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ten minutes. 

(Jury leaves the courtroom.) 

THE COURT: The witness is excused for ten 

minutes. 

(Recess.) 

(In open court; jury present.) 

THE COURT: You may proceed, Mr. Lowe. 

MR. LOWE: Thank you, your Honor. 

BY MR. LOWE: 

0 Mr. Aiken, what happened after dinner? 

A Well, Perlmutter left by that time and Tom 

zammas and I got in a cab and went to an apartment house 
35th and Lexington Avenue. 

THE COURT: Keep your voice up, please. 

Q What happened when you got to that apartment 

house? 

A When we got to the apartment I was introduced 
to a man named Henry Goldfarb and he was described to me 
as being a principal in a brokerage firm called Equitable 
Equities, and Tom also told me, "They are doing a job in 
Power Conversion, too." 

0 When you refer to Tom you mean Mr.Zaranas? 

A I meanTom Zantnas. Tom left the living-ro-m for 

a few minutes and Goldfarb and I chatted about inconse- 
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quential matters, the market, and things like that. 

Q Then what happened? 

A Oh, within a few minutes Tom called to me from 

the kitchen and said, "Come here." So I went out in the 
kitchen and he handed me a thousand dollars in $100 bills 
and three stock certificates for Power Conversion totaling 
900 shares. 

Q Was there any conversation at this time? 

A He said — Tom told me the rest would be forth- 

coming when I finished the article and he said,"I know 
it is only 900 shares, but I will get you the other 100 

to round it off as soon as I can." 

I said, "Well, that is no great problem, 900 

shares is still a lot of shares. 

q What happened after that? 

A We went back out into the living-room and I 

said good night to Goldfarb and left the apartment, got in 
a cab and went down to the West Village, where I went to 
a bar called the No Name, and there I met the owner, a man 
named Dan LaTieri, and I had a few drinks and before I 
left i had loaned him $500 of the thousand or more I had in 

my pocket. 

Q Showingyou Government Exhibit IB for identi¬ 

fication, can you identify those documents? 
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A Yes. These are the stock certificates I got 

from TomZammas. 

Q What are those documents on top of the stock 

certificates? 

A Transfer sheets, I believe. 

Q WEre they with the stock certificates when you 

got them? 

A To the best of my recollection. 

MR. LOWE: The Government offers IB in 

evidence. 

THE COURT: Any objection? 

MR. ENTIN: Defendant Zammas has no objection. 

MR. BERGER: Defendant Rodman objects on the 
basis of hearsay and requests a limiting instruction, re¬ 
quests an instruction that the fact that these certificates 
were delivered to Mr. Aiken and in no way is any evidence 
against the defendant Rodman. 

THE COURT: Same ruling, subject to connection. 

(Government Exhibit IB was received in 

evidence.) 

Q Mr. Aiken, did you write and publish an article 
about Power Conversion? 

A Yes, I did. 

0 Showing you Government Exhibit IE, for identi- 


SOUTHERN HIM MCI (.OUR I REPORTERS. U.S. COURTHOUSE 















191 


221a 

rmb ~ 6 Aiken-direct 

fication, can you identify this exhibit? 

A Yes. This is a copy of the September 29, 1972, 
Section and Opinion with the recommendation of Power 
Conversion stock. 

0 Is the article contained inthis exhibit about 
Power Conversion, the article you wrot'*? 

A Yes, it is. 

MR. LOWER: The Government offers IB in 

evidence. 
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MR. ENTIN: No objection. 

THE COURT: L et it be received. 
(Government Exhibit IE was received in 
evidence.) 


Q Mr. Aiken, when you had completed the article 
which is contained in Government Exhibit IE, did you speak 
with Mr. Zanmas? 

A Yes. I got a phone call from Tom Zairmns the dn 

before the official publication date of the article, but 
at that time I had advance copies, and — 

0 Where was this conversation? 
o He phoned me at my office. 

Q What was the conversation at that time? 

A I told TomZammas that it was done and he said 


y 


"Great," and I said "I can only let you have six samples 
because I won't have a full supply until next week." And 
he said, "That's no problem. Perhaps we can meet because 
I am coming up tonight." 

And I said that was a problem because I was 
going to go to the opera that evening with the girl who 
later became my wife, and Zammas said, "Well, why don’t we 
meet after the opera." So after some conversation we 
decided to meet at a place called The Ground Floor. 

Q Where is The Ground Floor Cafe? 
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It is in the CBS Building at 52nd Street, on 


Sixth Avenue 


Did you meet Mr.Zammas at The Ground Floor? 


Yes, I did. 


When did you meet him there? 


After the opera was over, approximately 11:30 


P.M. 


What was the date? 


The date was September 28, 1972. 


How do you remember that date? 


Well, my fiance was friendly with Martino 


Arroyo who was singing that evening in Un Balia in Mascagra 


in the Metropolitan Opera, and that was the opera my wife 


and I went to see that evening. I aslo remember it 


because it was the date before the official publication 


date. 


W.iich according to Government Exhibit IE was 


September 29, 1972, is that correct? 


That's correct. 


Who was present at TheGround Floor that evening? 


I was there, my wife, who was then my fiance was 


there, Tom Zammas was there, and a girl named Dusty Palumbo.i 


Tell us what happened at the Ground Floor that 


night. 
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A Well, as I recall,my wife and I got there befor 
Tom and his girl, and when they got there, we chatted, had 
a few drinks. The girls ordered food. About ten 
minutes, 15 minutes after his arrival he said, "Come on, 
let's go back." So, Zammas and I went back to the men's 
room where he gave me $14,000 in $100 bills and fifties. 

It is a fairly large men's room at the Ground Floor, and 
we were out in the foyer and hesaid, "I've got another 
project for you. We need to park 25,000 shares stock 
stock and it is worth a dollar a share." 

I said. Well,that really isn't my side of 
the business. Value Line runs mutual funds, but I hardly 
ever was involved on the investing side of it, and I said 
is there any problem," and he said no problem, we just 

have to park it for a little while before the split comes 
through. 

By this time we moved out into the bar area, 
and we kept talking about this parking situation, and I kept 
saying really there wasn't a hell of a lot I could do to 
help him park that many shares or even a few shares. 

THE COURT: Do you want to explain to the jury 
what you mean by "park shares"? 

I 

THE WITNESS: Sure. When you park stock, what 
you do is take it off the market and that is usually done 
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by getting a friendly portfolio manager or money manager 
to agree to buy the stock sometimes for a monetary 
consideration, sometimes with a guarantee against loss or 
other inducement. 

But, in effect, it is a means of getting stock o 

the market. 

Q What happened at the end of that conversation? 

A I don't really remember that there was any end. 

I had left him with no particular — I said it wasn't 
m y thing and there wasn't any end because the girls came 
and found us. We had been gone for 20, 25 minutes, and 

what happened was that each woman collected her man and we 
left. 

Q Did you give Mr. Zaitmas anything that night? 

A Yes. I gave him six advance copies of the 
September 29th issue. 

Q How did you receive the money you received that 

night? 

A In a plain brown wrapper. There was $14,000 
in hundreds and fifties. 


/ 


Q 

A 

Q 


What did you do with the money? 

I stuffed most of it in my inside coat pockets. 
What did you do with it thereafter? 

Well,I gave $2000 to Susan. 
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0 Who is Susan? 

A Susan is now my wife. I gave her that in the 

cab. I again went down to the No Nme bar and as I had 
agreed, I loaned Dan LaTierie another $2000 to go with the 
original $500 and then the next morning I put $9500 in the 
bank. 

0 Mr. Aiken, showing you Government Exhibit IF 
for identification, can you identify that document? 

A Yes. It is a copy of my deposit slip for $9500. 

0 Is that the deposit to which you just referred? 

A Yes, this is the deposit. There is also a 

record of my pay check. 

MR.LOWE: The Government offers IF in evidence. 

MR. BERGER: Your Honor, the defense objects 

based on the fact it is not the best evidence. It is 
a photocopy. 

MR. LOWE.: If your Honor will refer to the 

new Federal Rules of Evidence, photo-reproduced copy is 
what is known as ad plicate under the rules, and it is 
admissible just as an original. 

THE COURT: What is the rule? 

MR. LOWER: I am looking for it, your Honor. I 
refer grur Honor to Rule 1001, paragraph 4, referring to 
duplicates. 
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THE COURT: Objection overruled. Let is be 


(Government Exhibit IF was received in 


evidence.) 

I 

0 Mr. Aiken, on the day following your meeting 
at theGround Floor Cafe, did you speak with Mr.Zammas? 

A Yes. He called me on the phone in my office. 

0 What was the conversation at that time? 

A Well, he was sort of chuckling. He said I showed 

the writeup to Rodman and he liked it so much he is thinking 

of buying stock. 

MR. BERGER: Objection, your Honor. At this tim^ 
I request the Court give the full limiting instruction as 
the jury had only heard it once and I will appreciate it 
if they would hear it again. 

THE COURT: I believe I have instructed the jury 
several times that statements made and testified to by 
this witness out of the presence of Mr. Rodman are being 
taken subject to connection. 

Is that whatyou had in mind? 

MR. BERGER: Yes,your Honor, and also at this 
time it is not evidence against Mr. Rodman and will not — 

THE COURT: We are receiving it certainly as to 
Mr.Zanmas and it is taken as evidence subject to later 
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connection to Mr. Rodman. 

MR. BERGER: Thank you, your Honor. 

Q Mr. Aiken, did you give any of the money you 
received for doing this article to Mr. Perlmutter? 

A Yes. I gave him $3500 and forgave him another 
$3500 worth of money that he owed me. 

Q Showing you, Mr. Aiken, Government exhibits 

previously marked, 1G, 1H and 1J for identification in 
each case. Can you identify those exhibits? 

A Yes. 1G is the check I made out to cash to 
give Perlmutter the $3500. 

1H is my book of stubs with the entry $3500 
cash, and in parenthesis * TTan." 

1J is my monthly statement which reflects these 
transactions. 


I 
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MR. LOWE: 


The government offers Exhibits 


1G, lH and lj in evidence. 


THE COURT: 
MR. ENTIM: 
defendant Gammas. 

MR. BERGER: 
defendant Rodman. 


Any objection. 

No objection on behalf of 

No objection on behalf of 


THE COURT: Exhibits 1G, 1H and 1J are 

received, there being no objection. 

(Government's Exhibits 1G, 1 h and 1J 

were received in evidence.) 

0 Mr. Aiken, for how long a period of time 
were you the executive editor of Selection and Opinion? 

A Close to four years. 

Q How many different securities did you write 
up during the period of time that you were in that posi¬ 
tion, approximately? 

A Anywhere from three to five a week, times 
50; 150 a year. Close to 400. 

Q Can you tell the jury whether in your experi¬ 
ence in writing articles about various securities the 
article that appears in Government's Exhibit IE, relating 
to Power Conversion, is a favorable article or not? 

MR. BERGER: Objection. 
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HR. ENTIN: Objection. It calls for 

opinion. He is not established as an expert. 

THE COURT: Just a minute. He is not 

established as an expert in what, writing articles about 
stock? 


MR. ENTIN: Ir determining whether an 

article is favorable, unfavorable, making that kind of 
opinion. The only testimony we have, your Honor, is 
he was editor for this newsletter for three or four 
years. That in itself doesn't establish any kind of 
expertise. 

THE COURT: Overruled. 

MR. BERGER: May I state the ground of my 

objection, your Honor? 


THE COURT: Yes. 

MR. BERGER: Whether the article is favor¬ 
able or not is a question of fact for the jury. It 

is not to be testified to by the witness as that would 
be subjective, or his opinion. His opinion i* not 

relevant. The material is in evidence. It speaks 
for itself. The jury will have an ppportunity to 

read that and they will have an opportunity to determine 
for themselves whether it is favorable or not favorable. 

THE COURT: Overruled. 
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A I would answer the question definitely it 
is favorable insofar as it advises purchase. 

0 Could you point to specific language advising 
purchase? 

Excuse me. I am going to have to read 
through it to find it. 

Q May I see it for a moment ? 

A Sure. 

Did you want me to read this? 

Yes. First point out specifically,as best 
you can identify it, the page number and what column 
you are reading from. 

A Page 246, September 29, 1972 issue, and it 

is in column 1, about three-quarters of the way down 
the page. 

MR. BERGER: May it please the court, I 

at this time object to the witness reading a portion 
of the article for the purposes of pointing out what 
he believes is favorable. The entire article is in 
evidence and I again repeat it is the province of the 

jury to determine if the article on a whole is favor ble 
or not favorable. 


THE COURT: Overruled. 

Though the stock is quoted at a gaudy 69 
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2 

times estimated current year share earnings, it is selling 


3 

at only a bit over 13 times our projection for 1973 


4 

net. Moreover, if our three to five-year estimate 


5 

of $4.50 a share is in the ball park, the multiple is 


6 

down around 8.5 times. Clearly this is not a situa¬ 


7 

tion for conservative or income-minded investors. 


8 

But venturesome accounts who are seeking superior 


9 

appreciation potential over the intermediate to longer 


10 

pull and able to incur the substantial risks involved 


11 

in emergent advanced technology issues could find Power 


12 

Conversion shares a rewarding commitment." 


13 

Q While we are on the sbuject of whether this 


14 

article is favorable, Mr. Aiken, did Mr. Zammas express 


15 

any displeasure at it? 


16 

A Not to me. 


17 

Q What was the price of Power Conversion stock 


18 

at when you published that article? 


19 

A 39 and a fraction. it's hard to get the 


20 

exact price because it's an over-the-counter stock and 


21 

is a bid and asked. So you split the difference. 


22 

Q What happened to the price of the stock 


23 

subsequent to that time? 

i 

24 

A Within a week it fell to a price around 5. 

\ 

25 

THE COURT: Would you read the last ques- 
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tion. 

(Question read.) 

THE COURT: Susbsequent to what time? 

Q Subsequent to the time you published the 

article. 

A Within a week it fell to around 5. 

MR. LOWE: I'm sorry, your Honor. My 

question was not clear. 

MR. BERGER: If it please the court, the 

witness doesn't seem to have a problem with the question. 

THE COURT: I had a problem with it. It 

didn't have any time. That's why I had the reporter 
read it. I don't know what time he was referring to. 
"Subsequent" is not a time. Subsequent to what? 

MR. BERGER: To the article is what — 

THE COURT: He has just clarified it. 

That's why I asked him to clarify the question. 

Q Subsequent to the publication of the article 

and any communications you had with Mr. Zammas at about 
that time, did you at a later date have occasion to dis¬ 
cuss this article with Mr. Zaramas again? 

A Yes. I ran — 

THE COURT: Just a moment. 

MR. BERGER: Objection, your Honor. If 
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2 

Mr. Lowe is withdrawing the prior question I wish he 


3 

would withdraw it. He is not now asking the question 


4 

he was asking before; he is asking a different question. 


5 

And there was a response to the first question that 


6 

allegedly is being clarified or I am confused, your Honor. 


7 

THE COURT: I believe the witness answered tl 

e 

8 

restated question. 


9 

Will you read the record, Mr. Reporter. 


10 

(Record read.) 


11 

MR. LOWE: Your Honor, prior to going fur¬ 


12 

ther to this conversation, the government would like 


13 

to state that this portion of Mr. Aiken's testimony is 


14 

offered solely against the defendant Zammas and is not 


15 

offered at all against the defendant Rodman. 


16 

THE COURT: What he is about to testify 


17 

to? 


18 

MR. LOWE: That’s correct, your Honor. 


19 

BY MR. LOWE: 


20 

Q When and where did this conversation take 


21 

place? 


22 

A In the bullpen area of Newport Securities, 


23 

which is a brokerage firm in New Beach California. 


24 

Q Who was present? 


25 

A I was there, Tom Zammas was there and a man 
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named Burton Kozak. 

0 I think I interrupted before I got out when 

f 

the conversation took place. Could you answer that? 

•i It was the day after the dollar was devalued 
again. So it was in early February of 1973. 

Q What was the conversation you had with Mr. 
Zammas at that time? 

MR. ENTIN: Objection, your Hone*. 

I would like to approach the side bar. 

(At the side bar.) 

% 

MR. ENTIN: Your Honor, I believe that 

Mr. Lowe is about to go into a subsequent arrangement or 
deal, not even a prior one^ 

MR. LOWE: Ho, your Honor. I am offering 

this as an admission on the part of Mr. Zammas, having 
to do with the transaction for which he is on trial 
here. 

MR. ENTIN: I thought he was introducing 

something else. My apology. 

(In op a court.) 

0 What was the conversation you had with Mr. 
Zammas at that time? 

A Well, the conversation generally was about 
Rower Conversion and its untimely skid, and Tom gays. 
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"Well, I got wiped out. I had a lot of puts that I 
had to walk away from." And then he said, "The SFC 
is after me, but you don't have to worry because I can't 
do anything, you know ~ I can't do anything to you with¬ 
out bearing to myself." 

MR. LOWE: Thank you, Mr. Aiken. I 

have no further questions. 


THE COURT: 


Since it is so late we will 


recess now until 10 o'clock tomorrow morning. I would 
like to ask the jurors to arrive 10 minutes before 10 
o'clock so we can begin promptly at 10. There was 
a juror late this morning. 

Another thing I want to remind you about is, 
you are not to read any newspaper stories or listen to 
any television or radio reports regarding this case, 
if that should occur, and if you do so inadvertently, 
when you come in in the morning, please do not tell your 
^ellow jurors about it but let me know immediately. 

Similarly, if anyone should telephone you 
or approach you about this case, please do not comment 
and tell your fellow jurors about that .'"d let me know 
immediately. 

We will recess now until 10 o'clock tomorrow 
morning, and the jurors are instructed to arrive 10 minutes 


SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 


I 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


237a 

hpa 

207 

before the hours so we can begin promptly at 10 o'clock. 

:ou are excused now until 10 o'clock to¬ 
morrow morning. 

(The jury left the courtroom.) 

THE COURT: The witness is exused until 

10 o'clock tomorrow morning. Arrive at 10 minutes 
before. 

THE WITNESS: Yes, your Honor. 

the COURT: We should put on the record, 

Mr. Lowe, the 3500 material which you have turned over 
to defense counsel up to this point. 

MR. LOWE: Yes, your Honor. We can do 

that. 

Perhaps we can do this, your Honor. I 
have a list of all of the 3500 material of the case. 

What I was proposing to do was to introduce that list 
at the end of the case and make it a part of the record 
that would reflect everything that was turned over during 
the case. Right at the moment there are things on 
that list that have not been turned over and would neces- 

saiil Y reveal things I'm not prepared to 1, reveal at 
this time. 

THE COURT: You can't tell us what you 

have turned over? You have turned over the 3500 material 
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as to the first witness, Mr. Pertautter, I assume. 

MR. LOWE: Yes, your Honor. And 

the 3500 material as to Mr. Aiken. The list has in 
detail exactly what each document ~ it is just a little 
longer than those two witnesses, and I also don't seem 
to have it in front of me. 

THE COURT: Just put on the record with 

respect to those two witnesses or the numbers. That's 
all I had in mind. 

HR. LOWE: Certainly, your Honor. 

With respect to Eric Aiken the government 
turned over Exhibits 3501, 3501A, 3501B, 3501C, 3501D. 
3501E, and that's it. 


THE COURT: with respect to Government's 

Exhibit 3501F, that is not 3500 material with respect 
to the witness Aiken. The court has reviewed that 
and rules that it is not 3500 material and the clerk 
is instructed to seal the document for purposes of 
appeal. 


If there is nothing further, we will recess 


until 10 o'clock tomorrow morning, 
before 10 o'clock. 


Please arrive 


IlR. LOWE: with respect to Perlmutter, 

X turned over 3510A. 

(Adjourned to July 30, 1975, at 10:00 a.m.) 
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United States of America 
vs. 

William Eric Aiken, et al 

New York, New York. 

July 30, 1975 - 10:00 A.M. 

(Trial resumed.) 

(In open court; jury absent.) 

MR. ENTIN: Your Honor, one preliminary matte: 

before the jury is brought in. It has come to our atten¬ 
tion and it is probably through inadvertence there is 
an additional 3500 material that is existent which we have 
not been provided with. What we have been provided, the 
transcript before the Securities and Exchange Commission 
in Philadelphia, at page 31, the present witness,William 
Eric Aiken, testifies that he has had a prior appearance 
before the SEC on matters which were under investigation 
by the EEC, which we believe was either the instant investi 
gation. Power Conversion, or Casa Bella, to which inference 
has been made and if that is so,we would like to see a 
transcript. 

MR. LOWE: There is no such transcript. You 

• * * i 

have already been given hand copies of handwritten notes 


CLERK’S® 

COPY 

RETURN TO COUfff (^POWERS 
ROOM 803 FOR FILING 
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of SEC people who interviewed Mr. Aiken. He never made 
a formal appearance in which a transcript was taken in any 
of those matters. 

MR. ENTIN: I don't believe I have received 

handwritten notes of the SEC people. I will check. I 
received typed memoranda. 


is it. 


page 31. 


MR. LOWE: Typed from handwritten notes. That 


MR. ENTIN: This is date October 12, 1974. 
Your Honor, if I could call your attention to 


THE COURT: Of what? 


MR. ENTIN: Of the 3500 material which we have 


been provided with. 


vertence. 


THE COURT: I don't have a copy. 

MR. ENTIN: As I say I am sure it is an inad- 


MR. LOWE: YOu have everything that exists. 


Mr. Aiken came to the SEC and spoke to people. Everypiece 
of paper that is a reflection of what Mr. Aiken had to say 
has been turned over to you. There is no other transcript. 
In fact, the transcript you are referring to was turned 
over to you not really as 3500 material, but because as 
you well know, Mr. Aiken gave false testimony on that 
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occasion and that is why that transcript was given to you 
in the first place. 

MR. ENTIN: Might we make inquiry outside 

of the presence of the jury. It says "Have you ever 
testified before the SEC before in any proceeding such 
as this? 

"A Yes, I have." 

I have received no other transcript of a SEC 
proceeding such as the one he testified in in this trans¬ 
cript . 

The date of this is June 12, 1974. 

THE COURT: So that you are thinking he may have 
testified prior to that date? 

iR. ENTIN: Yes,your Honor. 

THE COURT: We can bring the witness in and ask 

him. 

WILLIAM ERIC AIKEN resumed. 

BY THE COURT: 

Q Mr. Aiken, Mr. Entin would like to inquire of 

you whether you testified before the SEC prior to this tria; 
and if so, on what occasions? Is that right? 

MR.ENTIN: Yes,your Honor. 

BY MR. ENTIN: 

I i , 

Q Mr. Aiken, on June 12, whenyou appeared before 
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the SEC in Philadelphia they asked you a question as to 
whether or not you had ever testified before the Securities 
and Exchange Commission in a proceeding such as that, 
and I would assume that was with a court reporter and you 
answered yes, you had. 

Could you elucidate as to when you did testify 
before the SEC prior to the June 12, 1974 date? 

A Yes. Some time in March of 1973, I went down 
to see Peter Schaeffer at the New York office of the SEC. 

Q Was there a court reporter present, do you recall? 

A Not as far as I remember. 

Q Do you recall if Mr. Shaeffer made handwritten 

notes of the March 1974 meeting? 

A I don't think it was March -- was it — 

Q March of '73. 

A '73, yes. I believe he did. If he didn't, maybe 

Mr. Lerner did, but I can't be sure. 

0 Is Mr. Lerner also an SEC attorney, to your 

knowledge? 

A Yes. 

MR.ENTIN: Your Honor, we havo nothing with 

regard to a March 1973 meeting either with Mr. Shaeffer 
or Mr. Lerner. 

MR. LOWE: The Government represents that therr 
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is nothing in the form of either transcript or notes of 
that occurrence, and if necessary, I am prepared to put 
Mr.Shaeffer who was there to testify to the fact that he 
deliberately aidn't take any notes that day, under my 
instructions. 

MR. ENTIN: And there was no memorandum made 

or recorded at that meeting? 

MR. LOWE: That is correct. 

THE COURT: Bring in the jury now. 

(Jury present.) 

THE COURT: Good morning, ladies and gentlemen. 

Are you ready to proceed? 

MR. ENTIN: Yes,your Honor, I am. 
CROSS-EXAMINATION (continued) 

BY MR. ENTIN: 

MR. ENTIN: Your Honor, may I see the agreemen 

Mr. Aiken entered into with the United States Government? 

THE COURT: Yes. Mr. Lowe has it (handing). 

MR. LOWE: Government Exhibit 1A. 

Q Mr. Aiken, yesterday you testified to this 

\ 

jury that you entered into a memorandum of agreement with 
the United States Government, is that correct? 

A That's correct. 

0 What was your understanding of the nature of 
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this agreement that you entered into with the United States 
Government? 

A My understanding was that I would plead guilty 
to four charges and would not be prosecuted on other charges. 

0 When you say "would plead guilty to four 
charges," haveyou at this time pleaded guilty to four charges? 

A No, I have not. 

0 At this time how many charges have you pleaded 
guilty to? 

A One. 

Q When you informed this jury that you will not 
be prcsecuted on other charges, how many other charges 
in your mind are you talking about? 

A Oh, probably seven or eight. 

Q Does that include Federal income tax violation? 

A Yes. 

Q And it is your understanding that in this 
agreement you are protected from the Internal Revenue 
Service, any of their prosecution, is that correct? 

A That's correct. 

Q And in this agreement you admit to not filing 

income taxes for several years? 

A Yes, that's correct. 

Q Were you required in this agreement to divulge 
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by name rll stocks for which you did articles in return 
for consideration? 

A That's correct. 

q And in this agreement, you list the following 

stocks: Associated Foods, Atlantic Industries, Casa Bella 

Imports, Colonial Foods, Imperial — I would assume Imperialj 

Industries. 

A That's correct. 

Q Magic Marker, Newport Chemical, Power Conversionj 

Ricoh Time, andRoyalAtlas, is that correct? 

A That's correct. 

Q Other than these particular stocks I have men¬ 

tioned, you have done no other articles for which you have 
received consideration, is that correct, sir? 

A That's correct. 

0 And it is your understanding witn the Governmentj 

that in the eventyou did other articles for which you re¬ 
ceived consideration for which you didn’t tell Mr. Lowe, 
this agreement will be null and void and you may be 
prosecated? 

A I could be prosecuted on any situation which 

I didn't divulge, yes. That is my understanding. 

q If you didn't vigule a situation this entire 

agreement becomes null and void, correct, sir? 
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A I would have to ask my attorney about that. 

I am not sure. 

Q Did you agree to testify truthfully in return 
for this agreement with the United States Government? 

A Yes, I did. 

0 And did you agree to testify truthfully to Mr. 
Lowe personally and in this agreement? 

A Yes, I did. 

Q Mr. Aiken, is this the first agreementiou have 
ever had with the United States Government? 

A Yes, it is. 

Q By that you mean a written agreement, do you 

not, Mr. Aiken? 

A That's correct. 

Q There was a prior oral agreement, was there not, 

sir? 

A That's correct. 

0 And this oral agreement was agreed to between 
yourself and Mr. Lowe in 1973,isn't that correct, Mr. Aiken? 
A That's correct. 

Q And in that agreement, you told Mr. Lowe, did 

you not, that there were only two stocks from which you 
have ever received consideration for writing an article? 

A That's correct. 
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Q And you told him those two stocks were Casa 
Bella Imports and Power Conversion? 

A That is correct. 

Q And you lied to Mr. Lowe when you told him 
that, did you not, Mr. Aiken? 

A That is correct. 

Q And you lied to him as you are sitting there 

today, testifying to us, straight out, is that correct, 

Mr. Aiken? 

A I don't understand the question. 

Q At the time you lied to him — 

THE COURT: Read the question. 

(Question read.) 

A I don't understand the question. 

Q When you lied did you do so in the same manner 
as testifying today, sitting there, looking him right 
in the eye? 

A There isn't — rephrase the question again, 
please. 

MR. ENTIN: Strike the question. 
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2 


Q 

What was the basis of that 1973 oral agree- 



3 

ment with Mr. Lowe? 


■ 

4 


A 

Based on Power Conversion. 



5 


Q 

What were you to plead to under the terms 



6 

of 

that 

agreement? 



7 


A 

To the best of my recollection, one count 



8 

of 

fraud 

• 



9 


0 

And did you agree to testify truthfully when 



10 

called to testify in anything that Mr. Lowe asked you 



11 

to 

cooperate in? 



12 


A 

There was no discussion on that point. 



13 


Q 

You never promised to be truthful if you 



14 

are 

called upon to testify? 



15 


A 

It never came up. 



16 


0 

Did you tell Mr. Lowe at that time that you 



17 

had 

told 

him about all of the deals that you had made? 



18 


A 

If I did, I assured him that I hadn't left 



19 

anything 

out. 



20 


Q 

And wasn't it a fact that Mr. Lowe informed you 



21 

that if 

he later found out that you had lied to him. 



22 

he 

would 

abrogate the agreement? 



23 


A 

Well, he put it more strongly than that. 



24 


0 

How did he put it? 



25 


A 

He said- "I'll have your ass." 
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A Yes. 


0 Did they ask you whether you received money 
from him with regard to Magic Marker? 

A That's right. 

0 Did you inform him you did not? 

A That's right. 

° ° ld y ° U infor ™ them you knew him only on 

social basis? 

A That's correct. 

0 Did you inform him you only played , olf and 

tennis and socialized with him? 

A Uot golf and tennis. 

0 Did you use the words “sun and surf? 

A Yes. 

0 Did you have business dealings with Mr. sil- 

biger? 


A Yes. 

0 You lied about that? 

A Yes. 


Did they ask you about the Dubins, Henry 

and Burt? 

A Yes. 

0 Did they ask you if the relationship with 

them was financial with regard to several items? 
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0 So help you God? 

A Yes. 

Q And did you tell the truth? 

A No, I didn't. 

0 You committed perjury, is that correct, 

sir? 

A That is correct. 

0 With regard specifically to the perjury you 

committed before the Securities and Exchange Commission 
in Philadelphia, did you tell them that you had received 

V, 

A, 

no money on Casa Bella Imports from either Burt or Henry Dubins? 

A I would have to see the transcript. I 
think we hedged that question. 

0 I am showing you page 137. 

MR. LOWE: For the record, I think we are 

referring to Government's Exhibit 3501 — 

' • * 

MR. ENTIN: Yes. 

A You asked me about Casa Bella? f 

Q Did they ask you about Casa Bella in that 

par ti<'ul£ .* inquiry? 

A I,don't recall. 

i 

Q Did they ask you about a relationship with 

a man Jack Silbiger? 

A Yes. 
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Q Mr. Aiken, I assume he has had it, is that 
correct? 


A Indeed he has. 

Q Because you did lie to hi"’, did you not? 

A Yes, I did. 

0 You also at that time, or shortly thereafter, 
had an opportunity to testify before a Securities and 


Exchange Commission investigation in the City of Phila¬ 


delphia with regard to a security known as Magic Marker, 
is that correct? 

A That's correct. 


MR. ENTIH: I would indicate to the jury 

any questions I am asking now with regard to the 
Magic Marker situation were provided as required by law 
by the United States Covernnent pursuant to 3500 as 
his Honor instructed you yesterday that the government 
is obligated to give the defendant. 

Q When you testified before the Securities 
and Exchange Commission in Philadelphia, did you raise 
your right hand as you did when you came in here yester¬ 
day and swear to tell the truth? 

A Yes, I did. 

Q Did you swear to tell the whole truth? 

A Yes. 
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2 

A 

I don't recall if they asked with regard 

3 

to several items, but the transcript you showed me said 

4 

that I denied having received financial consideration 

5 

for Canaveral, which is correct. 

6 

Q 

That is correct? 

7 

A 

That is correct. 

8 

Q 

And did you not receive financial considera- 

9 

tion for Casa Bella? 

10 

A 

I don't recall. 

11 

0 

Did you receive financial consideration for 

12 

Casa Bella? 

13 

A 

Yes, I did. 

14 

Q 

You testified yesterday, Mr. Zammas made 

15 

the deal for Casa Bella, is that correct? 

16 

A 

He arranged the deal, that's correct. 

17 

Q 

You didn't say arranged yesterday, did you. 

18 

Mr. Aiken? 

Don't you recall yesterday Mr. Lowe asked 

19 

you if Mr. 

Zammas set up the deal and your response was 

20 

yes? 


21 


MR. LOWE: I don't think that's a fair 

22 

reading of 

what I asked him. It certainly wasn't the 

23 

question I 

put to him. 

24 

0 

Do you recall yesterday Mr. Lowe asking you 

25 

specifically and in these words, "Did you receive any 
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2 

money on 

Casa Bella?" and "Yes, $1000"? Was that 




3 

your response? 




4 

A 

Yes, it was. 

\ 



5 

Q 

Did you clarify for the jury yesterday who 




6 

you received the $1000 from? 




7 

A 

I was never asked the question. 




8 

0 

Did you receive it from Mr. Zammas? 




9 

A 

No. It came from a man named Burt Dubins. 




10 

0 

In 1971 what was Mr. Zammas’ interest in 




11 

Casa Bella, if you recall? 




12 

A 

I don’t understand the question. 




13 

Q 

What was his interest in Casa Bella that 




14 

he approached you? 




15 

A 

It wasn't in 1971. 




16 

Q 

In 1970? 




17 

A 

1970. 




18 

0 

What was his interest? 




19 

A 

He was trying to help Burt Dubins get the 




20 

stock public. 




21 

0 

Was he introduced to you as a public rela- 




22 

tions man? 




23 

A 

No. At the time I met Zammas he was execu- 




24 

tive vice 

president of Canaveral Industries. 




25 

0 

lie was a corporate executive, not a dealer 


• 
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in securities? 

A That's correct. 


225 


0 And he spoke to you about the company Casa 
Bella, is that correct? 

A That's correct. 

Q You indicated that you received $1000 on 

Casa Bella. Isn't it a fact you actually received 
considerably more at a later date? 

A Yes. 


0 Who did you receive considerably more from? 

A Burt Dubins. 

0 For what service did you receive considerably 

more? 

A It was the original deal. 

0 The original daal? 

A That's correct. 

0 You never went back to Zammas to get it? 

A I couldn't find him, ' 

Q You went directly to Burt Dubins? 

h That's correct. 

Q Burt Dubins paid you how much? 

A in the nature of two or three, it might have 

l 

been as much as $4000. I would have to check. 

0 You are telling the truth now? 
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A 

That's correct. 


Q 

What else did you get that was beneficial 

to 

you from Mr. Dubins at a later date? 


A 

Dubins introduced me to Silbiger. 


Q 

Did you forgive almost 23,000 additional 

that was 

owed you for that one little introduction? 


A 

That's correct. 


0 

So actually if Zammas had any connection 

at 

all with Casa Bella it was to the extent of $1000. 

After that you and the Dubins picked up and ran with 

the 

ball 

pretty well? 


A 

Not the Dubins. Dubins. 


0 

Who is Jerome Allen? 


A 

Jerry Allen is a stock promoter. 


Q 

What stock did he promote? 


A 

Specifically with me? 


Q 

Yes, sir. 


A 

A stock called Atlantic Industries.. 


Q 

Is that on my l’st that I read you? 


A 

Yes, it is. 


Q 

And that's one specific stock deal you didn't 

tell Mr. 

Lowe about back in 1973, is that correct? 


A 

That'8 correct. ' 


0 

That's the one Mr. Lowe caught you lying 


-'•v— « * 
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about, isn't it? 

A That's correct. 

0 would you like to tell us how Mr. Lowe 

caught you lying about that? 

A Jerry Allen testified. 

o He testified and then Mr. Lowe knew that you 

had not told the truth, he confronted you with thia, 
and then you admitted that you had lied about that, cor- 

rect? 

A That's correct. 

q Who is herb Trassenfeld? 

A He is a broker, presently employed at Drexel, 

Burnham. 

q Didyou have a business relationship with 

Herb Trassenfeld back in the early 1970s? 

A That’s correct. 

Q What was the nature of your business rela¬ 

tionship with Herb Trassenfeld? 

A ne was a broker. I can't recall his affilia 

tion at the time but he is the man who introduced me 


to Zammas. 

Q 

A 

Q 


Introduced you to Tom Zammas? 

That's correct. 

He was doing the same work in the Canaveral 


southern district court 
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International situation? 

A What do you mean? 

q Promoting the Canaveral International stock? 

A I think he bought some and put it in his 

clients' accounts. I wouldn't say promoting it. 

q Who is the principal in Canaveral Inter¬ 


national? 

A It's a publicly-owned stock so there aren't 

any principals, but I believe the controlling shareholders 

would be the Dubins family. 

0 The same Dubins you received substantial 

funds from and gave forgiveness to in Casa Bella? 

A It was his father and uncle. 

q But you knew them both? 

A Yes, I did. 

q Now, Value Line did more than one article, 
did it not, with regard to Canaveral International dur- 

. \ \ t 

ing the period of time you served as executive editor? 

A Yes, but that's normal. 
q Pardon? 

A That's normal. If a stock is recomm3nded, 

it's routinely followed up. 

MR. ENTIN8 Please mark this as De¬ 

fendant’s B for identification. 
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(Defendant's Exhibit B was marked for 

identification.) 

Q I show you what is purported to be a Value 
Line selection and ask you if you can identify it. 

A This is the original recommendation of 
Canaveral dated May 22nd. 

0 At the time you did t his original recommenda^ 
tion how well did you know Trassenfeld? 

A Reasonably well. 

0 Had Trassenfeld introduced you to the stock? 

A Yes r that's correct. 

0 Did Trassenfeld have a substantial position 

in the stock himself, either beneficially or directly, 
to your knowledge? 

A I have no knowledge about it. 

Q Did he urge you to write an article on this 
particular matter? 

A No, he didn't urge me to write an article. 

He told me that it looked like a recovery situation and 
I should call Zammas, who was then executive vice presi¬ 
dent. 

0 And did you do 30? 

A Yes, I did. 

i 

Q Did Zammas pay you any money for doing this 
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A No, he did not. 

0 The article on Ca3a Bella Imports you did 
was done on September 25, 1970, is that correct? 

A To the best of my recollection, that would 
be about the date. 

0 And the first Canaveral article done by you 
was done on May 26, 1970, is that correct? 

A That's correct. 

Q When did you feel that Mr. Zammas had 
cheated you out of your money on the Casa Bella situa¬ 
tion? Did you feel that as late as January 1, 1971? 

A Is there something magical on that specific 

date? I don't know that you are getting at. 
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2 

Q Well, on January 1, 1971 you did another 


3 

article on the Dubins* company, Canaveral International? 


4 

A I told you it was routine to cover a special 


5 

situation every three months subsequent to its recommenda¬ 


6 

tion until either sale is recommended or profits are 


7 

taken. 


8 

0 I can understand that. So then it would 


9 

have been normal for you to do,after the article on January 


10 

1' 1971 on c ^averal,another article on Canaveral in 


11 

March or April of 1971? Wouldn't that have been normal? 


12 

A It would have been, but it was not inflexible. 


13 

Q That is correct, because the next time you 


14 

did an article and Canaveral was on September 10, 1971 , a 


15 

little update. What would the normal procedure have 


16 

been after the update? Would you have waited two. 

‘ 

17 

three or even six months to review the stock again? 


18 

A Yes. 


19 

0 why on September 7th, seven days later, did 


20 

you feature Canaveral International on the front page 


21 

of Selection and Opinion? 

| 

22 

A My guess would be that ' was an industry 

I 

23 

study probably having to do with mobile homes. 


24 

0 Your guess would be that or is it a fact. 

I 

25 

Mr. Aiken, that you had been doing substantial business 

l 
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with the Dubins and they paid vou for the article on 
Canaveral? 

A No. 

Q That would be incorrect? 

A Yes. 

0 Would it also be incorrect, Mr. Aiken, to 
tell this jury that you never prepared a special article 
on Canaveral International for exclusive distribution in 
Europe using the Value Line logo and sent it over to 
Europe for Mr. Dubins? Would that also be incorrect? 

A No, I sent — I do remember writing Henry 
an article — not an article, a letter, Henry Dubins, 
commenting, I think, 1 on the Euro-bond issue. 

0 You used the Value Line imprimatur? 

A I used Value Line stationery. 

Q You received a consideration for this letter? 

A No. 

Q You didn't arrange for the printing and you 
didn't arrange for the distribution — 

A Distribution of what? 

Q A copy of this article or letter, as you 

call it, that went to Europe. 

A Oh, we received a report from our European 

person, Wilton Weeks, that Dubins was using the letter, 
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but we had nothing to do with that. 

0 When did you prepare this letter form? 

A When you say prepare a letter, you don't 

prepare a letter, you write a letter. 

Q When did you write this letter? 

A I don't really remember. It was probably 
P^icr to the time Henry had given me the prospectus or 
subsequent to the time he gave me the prospectus. 

Q Before or after the great interest in the 
stock in Value Line, the several articles? 

A You are making a - stake if you are thinking ther 
is a connection between the two. 

0 1 think tat is for someone else to determine. 

What is your educational background? 

A I have a Bachelor's degree in English from 

U r LA. 

Q Where did you get that degree? 

A UCLA. 

0 When did you get it? 

A 1960. 

0 Any postgraduate work? 

A No. 

0 Any special courses in stock analysis? 

A No. 


SO HERN t -RICT COURT REPORTERS, U.S. COURTHOUSE 


264a 


rma 


Aiken-direct 234 

0 "hat was your employment background prior 
to your employment with Arnold Berhardt *. company? 

A In order? 

Q Where did you work before? 

A McGraw-Hill, for Business week. ! was 

in public relations for a year, and then I went to work 
for an investment advisory service called the Research 
institute Investors Service. Then I returned to 
McGraw-Hill, where I became executive editor of Elec¬ 
tronics Magazine, and then I went to Arnold Bernhardt 

* COmpimy ' where 1 worked for the Value Line Investment 
Survev. 


When you were with McGraw-Hill the first 
time, what was your job title and responsibility? 

A Assistant editor for Business Week. 

0 What was your salary? 

A I think I was making something like $7800 
a year when I left. 

C/ What was your reason for leaving? 

A My wife had had a baby and I went to work 
for a public relations agency. 

0 And the name of that public relations agency? 
A Daniel J. Edelman. 

Q Did that do work in the securities field? 
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A Yes. 

Q You were a securities public relations man 

for a period of time? 


A It is called financial public relations. 

Q Oh, it is? I am sorry. what was the 
function of a financial PR man? 


A To interest security analysts and financial 
wr ^ er3 the stocks of the companies represented by 
the agency. 

Q How did you go about interesting people in 
stocks in financial public relations and selling? 

A I wrote letters, made phone calls, had 
personal contact work with them. 

0 Took people to dinner, to shows, to ball 

games. 

A Hardly ever to shows and ball games. it 
is not quite as glamorous a business as people seem to 
think. 

0 Did you ever pay anybody off? 

A No, I didn't. 

0 From there you went to Research Institute ’ 
Investors Service? 

A Yes. 

0 Is that a publication somewhat like Value 
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Yes, It is now defunct. 

What sort of work did you do for them? 

Wrote up stock recommendations. 

You are now getting into the securities area 
Absolutely. 

While you were with them did you take any 


A No, I didn't. 


0 You went back to McGraw-Hill? 


A Yes. 

Q What did you do for them? 

A Worked for Electronics Magazine. 

0 Was that involved with securities? 

A Not to any great extent. 

Q When you were with McGraw-Hill immediately 

prior to your going back or going to Arnold Bernhardt & 

Company, did you have any outside income other than your 
job at McGraw-Hill? 


Q What was this outside income from? 

A I worked for the Holt Investment Advisory 

Service. * 


What name did you use in working for the Holt 
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Investment Advisory System or Service? 


Eric Aiken. 


You never used the name Enoch Von Ocker? 


No time? 


What did you do for ;tolt? 


He would outline generally what he wanted 


in the way of copy and I would write it. 


Holt? 


Did McGraw-Hill know agout your job for 


They knew I free-lanced. No specific rev# _ 


lation was made to them. 


Did you have permission to free-lance? 


Yes. That was one of the conditions of my 


returning to McGraw-Hill. 


That you. would be allowed to free-lance? 


Yes. 


While you worked for Holt did you take any 


gratuities for public .cion? 


No, I did not. 


That was until what year? 


I worked for Tom from - these are approxi¬ 


mate dates — I would guess >66 through '69. 
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Q When did you begin to interview for Arnold 

Bernhardt & Company? 

A A recruiter called me some lima — as a 

matter of fact, they got in touch with me through Holt 
some time in mid-1969. 

0 Did you make application to Arnold Bernhardt foi 


employment? 


I just told you, I didn't make application, the} 


recruited me. 


them? 


You have to fill out an application with 


Yes, just a regular employee form. 

Did you indicate to them you were doing free¬ 


lancing on the side? 


I don't believe I did, but I don't know. 


I would have to see — 

Q You don't remember? 

A They knew I was free-lancing for Holt because 

that is where they got in touch with me. 

0 Did they tell you to stop free-lancing? 

A Of course. Holt was a competitor. 

0 Did you stop free-lancing? 

A Not right away. It would have been too 

much of a hardship on Holt. 
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Q You kept free-lancing for a little while? 
Yes. 


/i 


0 You were making a double income, double 
salary? 


A I don't consider income from free-lancing 
activities salary. Yes, I was making money on the 


outside. 


Q You started with Value Line when? 

A September of 1969. 

Q Did you file an income tax return for 1969? 

A No, I didn't. 

Q Other ihan the income that you have indicated 

from McGraw and Holt and Arnold Bernhardt, did you 
have any other outside income for 1969? 

A No. 


Q What is the reason for your not filing an 
income tax return for that year? 

A It just slipped by. 

0 Just slipped by you? isn't it a fact that 
you had received substantial bribe moneys for your work 
at Holt and for your work at Arnold ^ar^ardt and you 
didn't want to report it and you didn't file an income 
tax return? 


Mil. LOWKj 


Your Honor,I object. 


I serious 
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doubt Mr. Entin has any good-faith basis for asking that 


question. 


THE COURT; 


Overruled. 


Will you answer the question? 

It is absolutely not true. 

It just slipped your mind to file an income 


tax return? 


A I am not an idioc. I know what it 

not to file. I just didn't do it. 


means 


Q You had to have a reason for just not doing 
it. What was your reason for just not doing it? 

^ At the time I didn't have any money to pay 
my taxes. 

0 Did you have money to pay your taxes in 1968? 

A Yes. 

I 

Q You filed an income tax return in 1968? 

A Yes. 


Did you make more money in 1969 than you 


made in 1963? 


A Yes. 

0 But you also spent more, is that correct? 
A I guess I must have. 

0 Was there any single,individual reason 

why you were in such a tight cash position that you 
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couldn't pay your taxes and therefore didn't file a 
return? 


A Not that I recall, beyond moving. 

Q So you just didn't file a return? 

A That's correct. 

Q You testified yesterday that the first time 
you ever heard of the company known as Power Conversion 
was in September of 1J12? 


A I testified to no such thing. 

0 Did you testify yesterday that the first 
time you ever heard of Thomas Zammas in connection 
with Power Conversion was September of 1972? 

A I didn't testify to that either. 

MR. ENT1N: Your Honor, may I have one mo 

ment? I have to get my notes from yesterday. 

(Pause.) 


0 What did you testify to yesterday? 

A I testified that a man names Stan Perlmutter 
called me and asked me to go to a meeting with Zammas 
about a stock named Power Conversion. 

Q In what month? 

A September. 

0 That's fine. That is the first time you 

ever heard from this man called Perlmutter about meeting 
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with Tom Zammas on the stock called Power Conversion? 

A To the best of my recollection, yes. 

Q And you have a pretty good recollection of 
this particular incident? 

A I have a particularly good recollection of 
when Perlmutter called me, yes. 


0 Is there any way you can pinpoint it in your 
mind for the jury so they aan see if your recollection 
is accurate? 


A I don't understand what you mean. 

Q Why do you pinpoint September as the time you 
received the call from Stanley Perlmutter? 

A Because less than a week later we had a meet¬ 
ing with Zammas and within a very short time I did a 
writeup. 

0 Then if someone were to tell this jury that 
Stanley Perlmutter called you to meet with Tom Zammas 
in April, May or June or March of 1972, they would be 
lying, is that correct? 

MR. LOWE: I will object to that. It 

calls for a conclusion as to whether they would be lying. 

THE COURT: Yes. 

MR. ENTIN: It is a conclusion he can 

obviously make, your Honor. 
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MR. LOWE: He would have to know the 

workings of that particular person's mind and he 
hasn't been told who the person is. 

THE COURT: Yes. 

0 If someone were to tell you you had received 
a call from Stanley Perlmutter to meet with Thomas Zammas 
m March, April, May or June of 1972, that would 
not be in accord with your recollection, is that correct? 

It would not be in accord with my recollec¬ 
tion, but it could be possible because people were 
always coming to me with stocks. Also, Rover Conver¬ 
sion was one of the hotter stocks in the Street at the 
time. 


Stanley Perlmutter was a very close friend 


of yours? 


I would call him a close friend, not 


a verv 


close friend. 
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0 Would you call him a drinking buddy? 

A Stanley doesn't drink. 

Q Do you recall giving certain testimony to the 
United States grand jury on October 21 of 1974 with Mr. 

Lowe representing the Government and asking the following 
questions to you, page 3, line 22. 

"Q Mr. Perlmutter was an old friend and associate 
of yours, is that correct? 

"A Correct." 

Do you recall that question, do you recall 

that answer? 

A Yes. 

Q Do you recall the following question from Mr. 

Lowe: 

"Q And kind of a drinking buddy? 

"A Yes." 

Do you recall that question and that answer? 

A Okay, but I would tend to view the phrase 

I 

"drinking buddy" as symbolic rather than the fact that he 
was a drinker. 

Q Are you suggesting that while you are here today 
testifying against ‘i'homas Zammas you feel free to be 
flippant? 

MR. LOWE: Objection. 
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MR. ENTIN: Your Honor, he goes through no 

explanations in his prior testimony. 

THE COURT: It is for the jury to determine 
whether the witness is testifying now truthfully. 

MR. ENTIN: I apologize to the Court. 

Q So you have referred to Mr. Perlmutter and 

called him a drinking buddy whether or not he ever touched 
a drop, isn't that correct? 

A All right, I don't mean to suggest he is a 
teetotaler. 

Q And he was a very good friend of yours? 

A He was a good friend, yes. 

Q As a matter of fact, he was your bag man, isn't 
that correct? 

A That's correct. 

Q So he was just more than a passing acquaintance 
isn't that correct? 

A That's correct. 

Q And if Stanley Perlmutter, your friend, your 

drinking buddy and your bag man called you in March, 

--V 

April, May or June of 1972, you would remember it, wouldn't 
you? 

A We talked on the phone quite a bit, yes. 

Q Would you remember it or wouldn't you 

s 
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remember it? Please be responsive to the question, sir. 

A I can't give you a straight answer. 

Q Be responsive to the question, sir. 

A Would you repeat the question? 

Q If your friend, your drinking buddy and 

your bag man had called you in April, March, June or July 
of 1972 to interest yo\ in a proposition whereby you could 
make substantial money, you would remember it, wouldn't you, 
sir? 

A Indeed I would. 

Q And if anyone came in here and told us that he 

a 

actually did this, they would not be squaring with the 
recollection of the facts that you have, is that correct, 
sir? 

A That would be correct. 

q Okay. So Stanley Perlmutter did not call you 

in March, April, May or June about the stock of Power Con¬ 
version, isn't that correct? 


A 
Q 
A 
Q 
A 

sum $15,000. 


I didn’t say that. That is not correct. 

You don't remember it? 

That is what I am saying. 

You would remember it if your bag man called you| 
I would remember it if he had mentioned the 
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MR. BERGER: Objection, your Honor. 

THE COURT: I have instructed the jury as to 
this and you have a continuing objection, Mr. Berger. 

MR. BERGER: Your Honor, it is not the objec¬ 

tion, but today is a new day and I would appreciate it if tie 
jury — 

THE COURT: I have instructed thejury that any 
statement made out of the presence of Mr. Rodman is taken 
subject to connection. 

MR. BERGER: Thank you, your Honor. 

Q Was that whenStanley Perlmutter told you 
Bill Rodman was involved? 

A Yes, and he also said there would be guarantees. 

Q Guarantees for 15,000, correct? 

A That's correct, and it was understood that 
it w- i more than 15,000, yes. 

Q But the guarantees were on the initial payoff? 

A Yes. 

Q That is what you were most concerned with? 

A Correct. 

Q When he told you that Bill Rodman was involved, 
this meant something affirmative to you? 

A It meant something affirmative to me and it 

meant — I didn't know much about Rodman except by 
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reputation. It certainly meant a lot to Stanley. 


3 

Q What was Bill Rodman's reputation? 


ph 

4 

MR. BERGER: A continuing objection, your 


5 

Honor, and at this time I would ask for a severance. 


6 

THE COURT: Approach the bench. 


1 7 

(At the side bar.) 


8 

THE COURT: I don't understand your motion 


9 

for a severance. 


10 

MR. BERGER: Your Honor, I feel that this con¬ 


11 

tinued cross-examination which of course I understand the 


12 

purpose of defense counsel for Zammas, but it is highly 


13 

prejudicial to my client, so prejudicial that I believe 


14 

my client can't have a fair trial, without of course cur¬ 


15 

tailing the cross-examination of the defendant Zammas. 


16 

I don't feel that the limiting instruction is sufficient 


► 17 

to vitiate the prejudice which will occur to my client 


18 

as a result of the hearing of all of this hearsay testimony 


19 

even though they are only hearing it subject to connection. 


20 

It has an effect upon the minds of the jurors and I don't 


21 

believe that any instruction, whether it is the limiting 


22 

instruction or the instruction your Honor may give at 


r 23 

the end of the case, will dissipate this prejudicial effect 


24 

that has been caused to my client in the eyes of the jury. 


25 

THE COURT: REad the last question and answer, 
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Mr.Reporter. 

(Record read.) 

MR. BERGER: Now we are going into the reputation 
of Mr. Rodman with regard to matters not even involved in tliis 
case. I don't know what can come out. I just feel thir 
line of questioning is prej9dicial and highly dangerous to 
my client and the probative value is certainly not such 
that Mr.Rodman should be put to this type of prejudicial 
evidence ccming into the record. 


THE COURT: Do you have something to say, Mr. 


Lowe? 


» 15 


MR. LOWE: Yes, your Honor. First of all, I 
would like Mr.Berger to point out something specific that 
prejudices Mr. Rodman, apart from the mention of his 
name, because Mr.Berger has alleged prejudice but has not 
spelled out direct prejudice from the testimony. 

Secondly, I am inclined to agree with Mr. 
Berger on one thing, and that is that the probative value 
of this line of questioning by Mr. Entin is minimal at 
best and I think perhaps Mr. Entin should be instructed 
to depart from this line of questioning because I don't 
think that it unduly hampers his cross-examination. 

In any event, I do not see that any prejudice 
to Mr. Rodman has been created by anything said unless 
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the mention of his name is prejudicial. I think the 
answer to this question is very likely to be that Mr. Rodman 
was well-regarded as a man able to sel’ stock well, or some¬ 
thing to that effect. 

MR. BERGER: It is prejudicial because accord¬ 
ing to what Mr. Aiken is testifying to he did this deal 
because Mr. Rodman was involved. Mr. Rodman was there for j 
the motivation for Aiken doing the deal, and this is 
just going into the — the jury is hearing this and it is 
prejudicing my client, and it is purely hearsay. As far 
as the probative value of what Zammas' attorney is doing, 

I can see the probative value, but all I am saying is that 
that probative value is by far outweighed by the pre¬ 
judicial effect on my cwient by showing that my client is 
the motivating force in the mind of Mr. Aiken. 

THE COURT: All right, the motion is denied for 
a severance and you may proceed. 

(In open court.) 

BY MR. ENTIN: 

Q I was asking you what was Bill Rodman's repu¬ 
tation. 

A Oh, sort of like a Babe Ruth of brokers. 

0 That is a pretty affirmative sort of a 

recommendation, isn't it? 

SOUTHERN imiKICI COURT REPORTER*. U.S. COURTHOIM 



282a 


) 


rmb-9 Aiken-cross „ 

A Yes, it is. 

Q That is a lot better than, say, a Mike Phillips 
of brokers? 

A Okay, yes. 

THE COURT: Well, I don't know that the jury 
knows wh- Mike Phillips is and I don't think we should have 
any private understanding between counsel and the witness 
that the Court arjd the jury are not in on. Who is Mike 
Phillips? 

MR. ENTIN: The backup shortstop for the New 
York Mets, your Honor, and I think he is hitting about 220 
at the present time. 

MR. BERGER: Although the witness' testimony 
is quite complimentary, I would like to have a continuing 
objection on this. 

THE COURT: All right. Overruled. 

Q If in your mind the motivating factor in your 

agreeing to meet on Power Conversion was the fact that Mr. 
Rodman had a sterling reputation, why^didn't you insist 
on meeting with Mr. Rodman rather than Mr.Zammas? 

A I barely knew Mr. Rodman. 

Q So you would meet with Mr. Zairmas even though 

you didn't trust him because somebody told you in the back¬ 
ground that Mr. Rodman was involved? 
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A 

Let's put it this way: I had done deals with 


3 

Tom before, 

he was a familiar face, and although he didn't 


4 

observe them, he knew what the rules were. 


5 

! 

Q 

Tom had not done any deals withyou since 


6 

Casa Bella, 

had he? 


7 

A 

Well, he introduced me to a man named Hal 


8 

Winkler and 

that led to the Imperial Industries deal. 


9 

Q 

He didn't do that deal, he just introduced you 


10 

to somebody 

who made a deal withyou? 


11 

A 

That's correct, but he shared in the proceeds. 


12 

Q 

Tc your knowledge? 


13 

A 

Yes. 


14 

0 

You testified yesterday that when you met with 


15 

Zammas and 

Perlmutter at La Fortuna, Zammas told you he 


16 

and Rodman ! 

had a "box" on the stocks? 


. 17 

A 

Yes. 


18 

Q 

That was at La Fortuna? 


19 

A 

That is correct. 


20 

0 

And those were teh exact words that were used? 


21 

A 

Well, after three years I am in no position 


22 

to remember 

the exact words but I remember the word "box." 


f 23 

Q 

Did you talk to Mr. Lowe at all prior to testif; 

r- 

24 

ir.g in this 

case? 


25 

A 

Yes. 



1 
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0 Did he review with you your grand jury 
transcripts? 

No, he didn’t review the grand jury transcripts 
Did he give them to you to read? 

Yes. 

When did you have this meet with John Lowe? 
There was more than one meeting. 

When was the most recent meeting that you dis- 
testimony in this particular trial? 

Last Friday. 

At that time did you review your grand jury 

No, I didn't. 

When was the last time you reviewed your grand 
jury testimony? 

A Approximately two weeks ago. 

Q Isn't it a fact, Mr. Aiken, th*t you never 
have used the word "box," before in any statement to any 
grand jury? 

A That could very well be. 

Q Isn't it a fact that youused the word "job" in 

the past, they were doing a big job on the stock? 

A Yes. 

Q If you were to tell the jury you specifically 
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remembered the word "box," you would be incorrect, isn't 
that correct? 

A No. 

Q Why have you never used it before the grand 
jury in 1973, the grand jury inl974? 

A Well, there are two separate subjects here, 

counselor. 


Doing a job in a stock doesn't necessarily mean 


it is in a box. Box was a favorite word of Tommy. They 
are not mutually exclusive, but there is no necessary 


correlation. 
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Q I am not saying they are mutually exclusive. 

My question to you is, in all your prior testimony before 
grand juries, you have never used that word. Why did you 
use it yesterday? 

A Because that is the correct word. 

0 And you remembered it yesterday, three years 
after the incident? 

A I could have remembered it before a grand jury 
but I only went before the grand jury twice and it was 
essentially the same testimony. 

Q You testified yesterday when you met with Mr. 
Zammas and Mr. Perlmutter, because of the Casa Bella situa¬ 
tion you demanded certain guarantees on the payment of 
$15,000. 

A I didn’t demand anything. I asked him what 
guarantees I could get. 

0 That was on the payment of the 15,000, is that 
correct? 

A I am a little lost. What question are you 
asking? 

Q What was the guarantee — 

A As it turned out, a thousand dollars in cash 
and holding stock certificates. 

Q That is not the question. What did you want him 
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to guarantee? Did you want him to guarantee that you 


3 

would be paid the $15,000? 



TV 

That's correct. 


4 

A 


5 

Q 

And that was the sole thing that you wanted him 


6 

to guarantee, is th»t correct? 


7 

A 

Yes, that's correct. 


8 

Q 

Did you discuss the stocks as the guarantee 


9 

for Mr. Zammas' future performance in the presence of Mr. 


10 

Perlmutter? 



11 

A 

Yes, I believe we did. 


12 

Q 

When Mr.Zammas told you that he would produce 


13 

the stock. 

you indicated that that would be sufficient 


14 

guarantee, 

is that correct? 


15 

A 

I believe so, yes. 


16 

Q 

And you testified yesterday at that time you 


17 

and he had 

a deal, is that correct? 


18 

A 

Yes. 


19 

Q 

So the agreement was made that night at La 


20 

Fortuna in 

the presence of Stanley Perlmutter, is that 


21 

correct? 



22 

A 

Yes. 


23 

Q 

Do you recall your testimony before the grand 


24 

jury May 21, 1973, page 3, — it appears to be the third 


25 

question from the top: 
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"Q And what was the conversation at that meeting 
and who said what to whom? 

"A Well, it was explained if the stock could be 
written up there would be a financial inducement of $15,000 
for so doing." 

Do you remember the question and that response? 

A No, I don't. 

Q You don't remember either the question or the 
response? 


A No, I don't. 

Q You don't remember either the question or the 


response? 


A You mean — that question and that response? 

Q Yes. sir. 

A Yes, I remember answering a question rather like 

that. 

Q The next question Mr. Lowe asked you is: 

"Q Who did the explaining? 

"A Both Perlmutter and Zammas." 

Do you remember that question and that response? 
A Not in detail, but I remember. 

"Q Did Mr. Perlmutter say anything about what his 
interest was? 

"A For setting up the meeting and contents he was 
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their stock, they are going to come up, Zammas is going 
to come up with the money, the $14,000, I am still holding 
the stock and its guarantee against both. 

Q And that is why you didn't return the stock 

to Mr.Zammas after he allegedly paid you the $14,000, is 
that correct? 


that time. 


I was never asked. The thing had collapsed by 


Isn't it a fact that the thing didn't collapse 


until October 6th? 

A That's right, October. 

Q And you testified yesterday you received cash 
payment from Mr. Zammas on September 28? 

A Yes. 

Q Doesn't September 28th come before October 6th? 

A Indeed, it does. 

Q So it hadn't collapsed — 

A I had collapsed before there was an opportunity 

for the stock to rise. 

Q Isn't it a fact, Mr. Aiken, thatyou didn't 

receive 900 shares of stock from Mr. Zammas the night you 
met at La Fortuna. Isn't it a fact you received the 900 
shares of stock after the payment of $14,000? 

A Not to the best of my recollection. 
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Q You lied before the SEC Commission, is that 
correct? 

A Yes. 

MR. LOWE: Asked and answered, your Honor. 

THE COURT: The objection is that question 

has been asked and answered. 

Sustained. 

Q Mr. Aiken, isn't it a fact that the 900 shares 
of stock you received were not for security on the 14000 
additional after the first $1000 of payment? 

A Not for security? 

Q It was not part of the guarantee that you would 
be paid the remaining $14,000? 

A It was more or less of an overall guarantee 
the way I understood it. 

Q It was an overall guarantee? 

A Right. 

Q Have you ever testified to anyone else that it 
was an overall guarantee? 

A I don't recall. I haven't been asked the 
question. 

Q You told this jury yesterday what the thousand 
shares of stock was for. Did youtell them it was an overalfl 
guarantee? 
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A First of *11, there were 900 shares. 

Q Isn t it a fact thatyou have testified under 

that the stock was security on your alleged override 
if the Power Conversion stock should happen to go up? 

A I don't recall having testified to that question 
either one way or the other. 

Q Do you recall testifying before the grand jury 
this time on October 21, 1974, at 3:15 in the afternoon. 

Mr. Lowe was prosecuting again. Page 6, line 3. Do you 

recall the following question: 

"Q In addition to the $1000 you received initially, 

did you receive any securities for the future payment of 
the $14,000 that was still owing you? 

"A Let me go back. Part of this was on a per¬ 
formance basis. If the stock performed there would have be<m 
additional payments beyond the $15000 and the 900 shares 
of stock I got was sort of security for that." 

Do you recall that question and that answer? 

A Yes. 

Q So isn't it a fact that the 900 shares of stock 

that "ou received was not good faith stock from Mr. Zammas 
to guarantee the $14,000 but was to guarantee the override. 
Isn't that correct? 

A No, it is not a fact because if I am holding 
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Q Not to the best of your recollection. That is 

not saying yes and that is not saying no. Does that mean 
you are really not sure? 

A No, it means no. 

Q So it is to the best of your recollection — 

THE COURT: Mr. Entin, the reporter is having 
great difficulty with whatyou are saying, you are speaking 
so rapidly. 

MR. ENTIN: I apologize,your Honor. 

Q Isn't it a fact that when you answered a moment 
ago not to the best of your recollection, it is true that 
it is not to the best of your recollection and you really 
do not remember when you received the 900 shares of stock? 

A I remember receiving it the night at the apart¬ 

ment on 35th and Lexington. 

Q Was there anyone else present? 

A Mr. Goldfarb. 

Q Did Mr. Goldfarb see you receive the 900 shares 

A No, we were in the kitchen. 

Q Did you tell your wife of the receipt of the 

900 shares? 

A I wasn't married at the time. 

Q Did you tell your fiancee of the receipt 
of the 900 shares? 
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A I can't recall if I told her then or later. 

Q Isn't it a fact,Mr. Aiken, that there could 

have been no real agreement reached the night you met in 
La Fortune because you didn't have the ability to guarantee 
that an article could be written and published? 

A Could you break that down into twc questions? 

I am not sure which one you want answered first. 

Q Isn't it a fact that you couldn't guarantee 

the publication of an article on Power Conversion? 

A It is a fact I never guarantee when I present 

a deal like this. 

Q Isn't it a fact that you can't guarantee? 

A No. that was not a fact. 

Q Isn't it a fact that you told Stanley Permutter 

that every time you have done articles for Value Line 
Selection and Opinion, they have been submitted to Arnold 
BErnhardt, and that he has the ultimate authority? 

A That is something I always told outside people. 

Q And Stanley was outside people? 

A Absolutely. 

Q And you did tell that to Stanley? 

A It is a means of protecting yourself. 

Q And you told it to Zammas? 

A Absolutely. 
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Q So as far as anybody knew you couldn't guarante 

an article? 

A It is an amiable fiction. 

Q Is that another way of saying it is a white 

lie? 

A It is a way of guarantees — 

Q Is that a way of saying it is a white lie? 


A I am not a semanticist. I don't know. 

Q For a gentleman who is not a semanticist, vou 
are doing a pretty good job. 

MR. LOWE: I object to the — 

THE COURT: Yes. 

MR. ENTIN: Withdrawn. 


Q Mr. Aiken, was it true or was it untrue? 

A That I can't guarantee? 

Q That is correct. 

A I could guarantee about 95 per cent. 

Q So you couldn't guarantee 100 per cent? 

A Nobody can guarantee 100 per cent. 

Q So that night Mr. Zammas was led to believe, 

as was Mr. Perlmutter, that there was no agreement because 
you couldn't guarantee publication of an article? 

A That's not true. 

Q Could you guarantee 100 per cent publication 
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of the article? 

A I just finished telling you now. 

Q Did Arnold Bernhardt himself have the final say? 

A In maybe one out of 100 cases, yes, Arnold would 
take the final say. 

Q That he would exercise it or that he had the 
right to exercise it? 

A He had the right to exercise it and in some 
cases he would insist on exercising it. 


Q So he had the right to exercise ultimate 
authority in each and every case, is that correct, the right 
A Yes. 

Q And the fact that he only exercised it in one ou 
of 100 was the way he administered the magazine, is that 


? 


t 


correct? 


A The whole organization, that's correct. 

Q So he had the ultimate authority? 

A That is correct. 

Q And if, in effect,he didn't like the article on 
Power Conversion, he could have kept it out of Selection 
and Opinion, is that correct? 

A Absolutely. 

Q When you submitted articles to Mr.Bernhardt for 

his approval, did he read them? 


SOUTHERN DISTRICT COURT REPORTERS. U S. COURTHOUSE 






297a 

hpb-12 Aiken-cross 267 

A I never submitted articles to any great extent 

I 

for approval. I had, as I say, 95 per cent autonomy. 

Q 95 per cent, but not 100? 

A The only times things would be crowded out 
is if Arnold felt like running an editorial or he would take 
a personal interest in a stock and insisted it would be 
published but I wasn’t paid those kindof wages to go to 
Arnold to get approval. 

Q What were you being paid? 

A I testified about $29,000. 

Q What were you making on the side? 

A I would have to look at my records. 

Q Do you have your records with you? 

A Of course not. 

Q What year was Atlantic Industries? 

A That was 1974. 

Q What did you get on that one? 

A $5000. 

Q What was Colonial Foods, what year was that? 

A I would have to check. I think it was '72. 

G What did you get on that one? 

A I don't recall. Colonial was part of a package 

deal. 

Q Package deal with what else? 
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A Newport Securities was on there, and Associated 
Foods, I believe. 

Q So you don't remember exactly whatyou got? 

A I don't have the numbers. 

Q Did you give Stanley Perlmutter half of all of 

this? 

A Stan got half of all we got. 

Q What did you get for Basic Food Industries? 

A Is that on the list? 

Q I just askec 5 r ou what you got for Basic Food 

Industries. 


A I didn't get anything for that. 

Q You didn't meet with Allan Applestein and 

receive gratuities? 

t 

A Absolutely not. 

Q You didn't receive a beneficial stock interest 

in Allan Applestein? 

A Never. 

Q You are sure? 

A Absolutely. 

Q When did you first become acquainted witn the 

company Power Conversion? 

A That would be hard to say. I probably knew 

about it from the time it was issued. I got prospectuses 

\ , 
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on most new issues routinely. 

I 

Q To your knowledge did any employee of Value 

Line working for Selection and Opinion or any of the 
affiliated Arnold Bernhardt companies do a study on Power 
Converstion or a cumulative file on it? 

A Not to the best of my knowledge. 

Q Then if somebody were to testify in this court 
that when you heard of the company you knew about it 
because somebody had a file of Value Line, they would be in 
error? 

A It could be. There was 70 analysts there. 

Q Do you know Celia Kupferberg? 

A Yes, I do. 

Q Celia was an analyst there? 

A That is correct. 

Q And a personal friend of yours? 

A Yes. 

Q Isn't it a fact Celia Kupferberg had an extensile 

file on Power Conversion, Inc.? 

t 

A Not that I recall, but I can't be sure. 

Q Isn't it a fact Celia Kupferberg, with your 

knowledge and approval, made several trips to the company's 
plant in Mount Vernon, New York and personally accumulated 
press releases and brought things back? 
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A No, that is not true. 

Q If somebody were to say khat she or another 
employee had an extensive file at Value Line Selection 
and Opinion they would not be telling the truth as you know 
it? 

A Not as I know it. 

'» 

« 

Q If there was no file available at Value Line 
for you to draw upon with regard to doing an article on the 
stock, and you had this meeting with Mr. Zammas in early 
September — would you say around September 14? 

A I would say mid-September, but I can't be 

absolutely sure. 

Q That didn't give you a whole lot of time to 
compile a research for the article Mr. Lowe has in evidence? 

A At the time I told Tom I would need every bit 
of written material that had been done, that would include 
press releases and articles of brokerage reports and shortly 
thereafter I got a plain brown envelope with brokerage house 
reports, busi. 38 week articles mu pies- rt:eares 

Q And you took this plain brown envelope -- hold 
i$t a second. One second. That bo'Chelrs me. 

Y ou say — 

MR. LOWE: Your Honor, I object to the com¬ 

mentary again. 


SOUTHERN DISTRICT COURT REPORTERS. U S. COURTHOUSE 









wm 





















lutz appellate PRINTERS, INC. 


A 202 \tr.Javn of I “or son. 11 Service of Paper' 

' 'rXilTSD 3TATES COURT OF APPEAL-3 
i’OR THE SECOND CIRCUIT 


UNITED STATES OF Ail ERICA* 


Appellee, 


- against - 


Index So. 


Affidavit of Personal Service 


TIICilAS ZAiii»AS, AppelUat. 


STATE OF NEW YORK. COUNTY OF 


NEW YORK ss.: 


being dnlv sworn. 

drpo „ l jtS «7<v° t r lon - ls over " years ofage m "' reMa " 

r ,„, J’° w - ^ 6th - “ N - v - 

upon 


% 

deponent served the annexed 

THOMAS J. CAHILL. 


lhis avion by delivering T.rue copf ,hereof ,o raid individual 
TerJr^pnnen, bnel,person so sieved ,o be ibe person mendoned and described ,n sa,d 

herein, 


papers as the 


Sworn to before me. this iiciii 

day ^November 1 $ 5 





/ 


JAMES A. STEELE 


, __ 

ItUinitl U.V C. •»■_> , 

No. 31 0 -’S9. ' 
Qudlifed in *\e.v . or- 
Com.ii.sjjon Exp -: . • 



